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THURSDAY, MAY 19, 1960 


U.S. SENATE, 
SUBCOMMITTEE ON AGRICULTURAL PRODUCTION, 
MARKETING, AND STABILIZATION OF PRICES OF THE 
COMMITTEE ON AGRICULTURE AND ForEstTRY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m., room 324, Old 
Senate Office Building, Washington, D.C., Senator William Proxmire 
presiding. 

Present: Senators Proxmire and Aiken. 

Also present : Senator Prouty and Representative Johnson of Wis- 
consin. 

Senator Proxmire. The Senate Committee on Agriculture and 
Forestry will come to order. 

The bill this morning is S. 2917, and without objection I will put 
into the record a copy of the bill and a copy of the letter from the 
Department of Agriculture to the chairman of the full committee, 
Senator Ellender. 

(S. 2917 and letter referred to follow :) 

[S. 2917, 86th Cong., 2d sess. ] 
A BILL To establish a price support level for milk and butterfat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (¢c) of section 201 of the 
Agricultural Act of 1949 (7 U.S.C. 1446), as amended, is further amended by 
adding the following new sentence to be inserted immediately after the first 
sentence : 

“Notwithstanding the foregoing provisions, for the marketing year beginning 
April 1, 1960, the price of milk for manufacturing purposes and the price of 
butterfat shall be supported at not less than $3.22 per hundredweight and 59.6 
cents per pound, respectively.” 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 22, 1960. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry 
U.S. Senate. 

Dear SENATOR ELLENDER: This replies to your request of February 4 for a 
report on S. 2917, a bill to amend subsection (c) of section 201 of the Agricultural 
Act of 1949. as amended, by adding the following new sentence to be inserted 
immediately after the first sentence: 

“Notwithstanding the foregoing provisions, for the marketing year beginning 
April 1, 1960, the price of milk for manufacturing purposes and the price of 
butterfat shall be supported at not less than $3.22 per hundredweight and 59.6 
cents per pound, respectively.” 

This Department recommends that the bill not be enacted. 

It is not advisable to fix by law a specific support price for a particular market- 
ing vear without regard to current production and consumption conditions. 
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The Agricultural Act of 1949, as amended, now requires the Secretary of Agri- 
culture to support prices to producers for milk and butterfat at such level from 
75> to 90 percent of parity as will assure an adequate supply. The act leaves 
to the Secretary the determination of the support level, within the authorized 
range, that will accomplish the objectives of the act with respect to dairy prod- 
ucts. This permits the Secretary to take into consideration the developments 
in production and consumption in determining the support level for each market- 
ing year. 

The announced support prices for the 1959-60 marketing year are $3.06 a 
hundredweight for manufacturing milk and 56.6 cents a pound for butterfat. 
These prices are 77 percent of the parity equivalent and parity prices as of the 
beginning of the marketing year. Further progress has been made toward clos- 
ing the gap between production and consumption in commercial outlets. It 
has been necessary, however, to buy substantial quantities of dairy products 
during the year. It is estimated that the total purchases for the marketing 
year will contain about 2 percent of the milkfat and 9 percent of the nonfat 
wilk solids marketed by farmers in the form of milk and cream for all uses, 
These price support purchase operations have been supplemented by special 
programs, involving substantial expenditures, to increase the consumption 
of milk by schoolchildren and military personnel. 

Market prices of some dairy products rose above the CCC buying prices in the 
last 5 months of calendar year 1959. For the first 9 months (April—December) 
of the 1959-60 marketing year, the actual prices received by farmers averaged 
$3.22 a hundredweight for manufacturing milk and 59.6 cents a pound for but- 
terfat. This is the level that the bill seeks to maintain throughout the 1960-61 
marketing year. 

On January 8 the Department announced that the present support program for 
milk and butterfat would be continued through the 1960-61 marketing year. 
There is reasonable prospect that market conditions again will keep prices above 
the support level during part of the year. If market demand will not result in 
such a higher level, maintaining the higher level through support operations 
would tend to widen again the gap between production and consumption and to 
increase Government purchases. Continuation of the present program will pro- 
vide assurance that prices to producers will not drop below the support level at 
any time during the next marketing year. Market conditions will be permitted 
to determine whether actual prices will be above this level. 

The Bureau of the Budget advises that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
TRUE D. Morse, Acting Secretary. 


Senator Proxmire. First I will call on the ranking minority mem- 
ber of the committee, Senator Aiken, for a statement. 


STATEMENT OF HON. GEORGE D. AIKEN, A U.S. SENATOR FROM 
THE STATE OF VERMONT 


Senator Arken. Mr. Chairman, I was glad to join you in sponsoring 
this bill which provides for an extremely modest increase in the sup- 
port price for manufacturing milk. In fact, the increase requested 
is so modest that it only amounts to 3 or 4 cents a hundred pounds at 
the present time. But it does guarantee that in the future the price 
could not go below $3.22 a hundred pounds, which was the average 
price paid for manufacturing milk last year, and which no one can 
claim is an exorbitant price, 

The enactment of this bill, however, will have some effect on the 
morale of farmers, and particularly those small- and medium-sized 
dairy farmers who are wondering whether they can continue in busi- 
ness if they are constantly faced “with the threat of still lower prices 
which conceivably could result. 

We have seen, Mr. Chairman. a steady drop in the net income of our 
farm people in this country. We have seen thousands of them drop 
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out of farming altogether. This is not good for the country, neither 
the drop in farm income nor the drop in the number of farmers them- 
selves. And while their income has been dropping, there has been a 
steady increase in the cost of producing farm commodities and par- 
ticularly dairy products. 

Now, it is all right for anyone to say there has only been a 4- or 5- 
percent increase in the cost of production. That just is not so, and 
every dairyman knows it, because his big increase in cost of production 
comes in the capital investment which is necessary today as compared 
with the capital investment which was necessary for a dairyman 20 
or even 10 yearsago. He has to have all these things that cost money, 
and even money costs more today than it used to. So this talk of a 
4-percent increase in the cost of producing dairy products today is all 
nonsense. 

While the farm income has been going down, we have seen the net 
earnings of the big dairy companies of this country, the dealers, 
producers, and handlers, increasing quarter after quarter. I believe 
the last report of the National Dairies show that they again made 
record earnings, and they have shown that almost every quarter now 
for the last 4 or 5 years. 

I use them as an example, but it applies to the other large dairy 
companies as well. They are making unprecedented profits, and it 
seems to me only fair that we should at least undertake to keep farm 
income from dropping. Actually, the farmer is entitled to a sub- 
stantial increase in his earnings over what he is getting at the present 
time. 

There is another point. The public is constantly demanding milk 
and dairy products of higher quality, not only as regards cleanliness, 
but as regards flavor as well. The dairy farmer today attends schools, 
learning what diets to feed his cows so that the production will have 
the best flavor. You don’t see butter or cheese or milk on the market 
today of poorer quality than what we had 20 or 25 years ago. We 
have gone a long way toward eliminating disease which used to be 
spread through the use of dairy products. It is pretty well conquered 
now. But the public is still demanding higher and higher quality in 
their dairy products, and this means that the farmers have got to 
make higher and higher investments and incur higher and higher 
costs of production. 

When we ask for a 3- or 4-cent increase in the guaranteed price 

for manufactured milk, we are really asking for so little that it does 
not make too much difference. But nevertheless, it is a guarantee 
that the price would not again drop to $2.80 or $2.85 a hundred 
pounds, as it was not too many years ago. 
_ So I cannot urge the adoption of this legislation too earnestly. It 
is almost a must, I would say, if America is to continue to get ade- 
quate supplies of milk, butter, cheese, and other dairy products of the 
quality which they are now demanding. 

Senator Proxmire. Thank you very much, Senator Aiken. 

I think it is very significant that the ranking Republican member of 
this committee and former chairman of this committee and an out- 
standing expert on agriculture in America has taken such a vigorous 
and forthright position in favor of it. 

_ Incidentally, I am very proud of the cosponsorship of this bill. It 
mcludes six members of this committee, including Senator Aiken, 











4 DAIRY PRICE SUPPORTS FOR 1960 


Senator Humphrey, Senator Symington, Senator Young of North 
Dakota, Senator Mundt, myself as well as Senator Kennedy, Senator 
McCarthy, Senator Wayne Morse, Senator Carlson, Senator Magnu- 
son, Senator Jackson, and the distinguished junior Senator from 
Vermont, who is here this morning, Senator Wiley, and Senator 
Hennings. 

I have a very short statement I would like to put in the record at 
this point before I call on the Senator from V ermont, and my good 
friend and colleague, the champion of Wisconsin dairy farmers, ~ Mr. 
Johnson. 


STATEMENT OF HON. WILLIAM PROXMIRE, A U.S. SENATOR FROM 
THE STATE OF WISCONSIN 


Senator Proxmire. This bill, S. 2917, to provide a more just income 
for dairy farmers, will cost the Government very little. It will 
greatly increase the seriously depressed income of dairy farmers 
throughout the Nation. It will do so in a sound and responsible way. 

The bill would provide an increase in the price support level from 
$3.06 per hundredweight for manufacturing milk to $3.22, and from 
56.6 cents per pound for butterfat to 59.6 cents. These price supports 
would still not exceed the market price. I think that is still the case, 

This bill merits the thoughtful consideration of the Senate for these 
rei “ge 

After 7 years of a grinding squeeze between falling prices for his 
mili and rising costs, the d: airy farmer has at last worked off the sur- 
plus. Not 1 pound of butter and only small quantities of cheese, dried 
milk, or any other dairy product remain in storage today in the ware- 
houses of the C ommodity Credit Corporation. 

The prices received for their milk have dropped almost 25 percent 
in ‘the past 8 years. At the same time the dairy farmer has ee 
a very sharp rise in both the cost of living and all the costs of operat 
ing his farm. 

3. The sheer economic injustice of the dairy farmer’s position is 
aosie in the statistics published by the Department of Agriculture, 
which show that in America’s dairyland, Wisconsin, the average 
farmer, allowing a 4-percent return on his invested capital, earns less 
than 60 cents per hour, including the value of food produced and con- 
sumed on the farm. At the same time, the true cost to the average 
consumer in terms of the amount of time he must work at his job to 
earn enough to buy a quart of milk has continued to fall. 

In 1914, it took the aver age worker 22.9 minutes to earn the price 
of a quart of milk. By 1929 it took him 15.3 minutes. In 1947 it took 
him 9.5 minutes. By 1959, the typical worker, earning a countrywide 
average wage, could buy a quart of milk with the proceeds from 6.8 
minutes of work. This is great. The farmer can and will continue 
to provide milk for less and less work. But the rate and timing of this 
reduction is all important. It is the difference between justice and 
gross injustice for the farmer. 

4. This bill is a modest proposal, as the senior Senator from Ver- 
mont has said. The economic condition of the dairy industry would 
justify a much higher support level. 

In 1953, when conditions facing dairy farmers were similar, the 
Department of Agriculture, under the identical law in effect today, 
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established a support price which was 68 cents per hundredweight 
higher than the present level. 

I want to document that for just. a minute by pointing out that on 
January 8, 1960, the Secretary announced that the support prices for 
manufacturing milk and butterfat are being continued at $3.06 per 
hundredweight for manufacturing milk and 56.6 cents per pound for 
butterfat. 

In the same release, the Secretary stated that the average price 
received by farmers for butterfat so far in the current marketing 
year is 59.6 cents per pound, 3 cents above support, and the price for 
manufacturing milk is $3.22 per hundredweight, 16 cents above 
support. 

The proposed legislation would provide a price support level of 
$3.22 for manufacturing milk, the same figure which the Secretary 
indicated represents the current market price level. 

The Secretary also announced that the 1960 support rates are about 
7 percent of the parity equivalent price for manufacturing milk, 
based on parity prices as announced on December 30, 1959. This, he 
stated, continues the percentage of parity level of support currently 
effective. 

If the parity equivalent for manufacturing milk were based on 88 
percent of the parity price of all milk sold wholesale, as announced 
December 30, $3.06 would represent 70.5 percent of parity. As we all 
know, 88 percent was the parity equivalent used for a number of 
years up to a couple of years ago—$3.06 on that basis would represent 
70.5 percent of parity, ‘far less than the law in fact requires. 

The parity equivalent based on 80.2 percent of the parity price of 
all milk wholesale, as announced December 30, means that $3.06 repre- 
sents 77.5 percent of that parity equivalent. The proposed level of 
$3.22 would represent 81.5 percent of that parity equivalent. 

Under the proposed legislation, if purchases are about the same, 
the cost to Commodity Credit Corporation would be an additional $15 
million. But dairy farmers would benefit by an additional $179 
miliion in receipts. 

I see the distinguished junior Senator from Vermont is here. He 
is next. on the list. 

Senator ArkeN. I might say, I think your estimate of $15 million 
cost to the Federal Government is high, because the enactment of this 
legislation, I believe, would automatically a it unnecessary for 
the Federal Government to spend that money. I don’t think the cost 
would be anything. 

Senator Proxmie. Thank you. I am being as conservative as I 
can be on this. 

Senator ArkEN. I notice you are getting rather conservative. 

Senator Proxmire. The junior Senator from Vermont. 


STATEMENT OF HON. WINSTON L. PROUTY, A U.S. SENATOR FROM 
THE STATE OF VERMONT 


Senator Proury. I appreciate this opportunity to appear before you 
to present a statement as a cosponsor of 8. 2917, a bill to establish a 
price support level for milk and butterfat. I wish to speak not only 
on behalf of the farmers of Vermont but the entire Nation. 


56056—60——2 
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As you all know, the bill provides for an increase in the price- 
support level from $3.06 per hundredweight to $3.22 for milk used for 
manufacturing purposes, and from 56.6 cents per pound for butterfat 
to 59.6 cents per pound. The level of support proposed in the bill 
will not exceed market prices and therefore will result in very little, if 
any, increase in cost to the Government. 

Through this proposed legislation, dairy farmers are not seeking 
special treatment, nor have they sought special treatment in existing 
farm legislation. Farmers have traditionally been responsive to our 
country’s needs. They have clearly demonstrated their willingness 
and ability to produce the food and fiber that our people need at all 
times. When called upon for extra efforts to produce for a war 
economy, or for a peacetime era, our farmers have never failed us. 
They have asked only a fair and reasonable price for their 
commodities. 

Unfortunately, we have not always repaid the farmersin kind. We 
have asked them for extra production in times of emergency and, too 
often, we have penalized them for that extra production, once the 
emergency has passed. In no field has this been more true than in 
the dairy industry. Dairy farmers have been diligent in making 
adjustments that had to be made as a result of the high production de- 
manded of them a few years back. Currently milk production is in 
better balance with market outlets available than for most major 
agricultural products. Dairy farmers have at least temporarily 
stabilized their market supplies of milk. 

As of May 4, 1960, the total uncommitted inventory of dairy prod- 
ucts held by the Commodity Credit Corporation consisted of about 
151 million pounds of dried milk. Again this is on concrete evidence 
that dairy farmers have made a sincere effort to bring supplies of 
dairy products within reasonable balance with market requirements. 

But what has happened to farm prices of fluid milk and butterfat! 

Since 1952, the average wholesale price received by farmers for all 
milk dropped more than 18 percent. The average price received for 
butterfat has dropped about 22 percent. During this same 7-year 
period, the retail price paid by consumers for milk has increased 
nearly 10 percent. 

While the retail price of milk has been increasing, the farmer's 
share of the retail price has been decreasing. In 1952 the farmer's 
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share of the retail price was 51 percent. In 1959 it was only 43 per- | 


cent, a decrease of 8 percent during the 7-year period. 


This widening spread between what the farmer gets and what the 


consumer pays for dairy products is highlighted further by other 
statistics published by the Department of Agriculture. 


In 1959 an urban worker’s family of three paid $195 for the same | 


quantity of dairy products, milk, butter, cheese and ice cream, that it 
bought in 1952 for $191. But farmers in 1952 received $100 for these 
dairy products as compared with only $88 in 1959. Processors and 
distributors, however, increased their take for their services from $90 
in 1952 to $107 in 1959. 

Even though retail prices of dairy products have been increasing, 
dollar for dollar, dairy products are the best buy on the housewife’s 
shopping list. 

In the past 30 years, the real cost of milk to a factory worker in 
terms of worktime required to purchase a quart of milk has dropped 
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more than one-half. In 1929 it required the earnings of 15 minutes’ 
factory work to purchase a quart of milk at retail. In 1947 the cost 
of a quart of milk had dropped to 10 minutes of factory labor, and in 
1959 it took the earnings of less than 7 minutes’ factory labor to buy 
a quart of milk at retail. This is indeed an impressive record. How- 
ever, consumers today are able to purchase milk at such relatively low 
prices largely because the farmer’s share of the retail price has been 
constantly shrinking over the past 7 years. 

Another important point that should be noted is that farm produc- 
tion costs, including interest, taxes, and farm wage rates as of April 
this year are the highest on record. As a result of falling farm prices 
for milk and these increasing production costs, returns per hour to 
farm operators for their labor and managerial ability have been un- 
reasonably low in recent years. 

A recent Department of Agriculture study allowing a 5-percent re- 
turn on invested capital indicates that the average dairy farmer in 
Wisconsin receives about 57 cents per hour for his labor and man- 
agerial effort, including the value of food produced and consumed on 
the farm. What other workers today accept such a low return for 
services rendered or work performed ¢ 

In consideration of the total dairy situation in the country today, 
I feel that this bill, S. 2917, should receive the support of this com- 
mittee and should be enacted into law. It is a fair bill, fair both to 
producers and consumers. It proposes reasonable price-support levels 
which are not in excess of current market prices. It will assure 
farmers of prices at least equal to current average market prices of 
butterfat and milk used for manufacturing. 

It is not enough that market prices are expected to continue to 
maintain the present average level. With production costs increasing 
as they have in recent years and with milk supplies in good balances 
with market outlets, I believe dairy farmers should be assured a mini- 
mum of $3.22 per hundred pounds for their milk which is used for 
manufacturing purposes, and not less than 59.6 cents per pound for 
butterfat. 

I therefore sincerely hope that this bill will receive favorable ac- 
tion by the committee. 

That completes my statement, Mr. Chairman. And I appreciate 
the opportunity to be present. 

Senator Proxmire. Beantee Aiken, any questions? 

Senator Arxen. No. 

Senator Proxmirr. Thank you for a very fine statement. 

The next witness is Congressman Lester Johnson from the Ninth 
District of Wisconsin, a good friend and colleague of mine and a man 
who has done a fine job for the people of his district. 


STATEMENT OF HON. LESTER R. JOHNSON, REPRESENTATIVE IN 
CONGRESS FROM THE NINTH CONGRESSIONAL DISTRICT OF 
WISCONSIN 


Mr. Jounson. Senator Proxmire, I consider it is a pleasure to re- 
ciprocate. You came over and supported my bill in the House, and 
I would like to do the same thing for you in the Senate. 

I would like to thank you and the members of this subcommittee 
for giving me the opportunity to appear in support of S. 2917, which 
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would increase the price-support levels to $3.22 per hundredweight for 
manufacturing milk and 59.6 per pound fa ‘butterfat. I have intro- 
duced a similar bill, H.R. 12238, in the House. And I might say, 
when the overall fi _ bill was being reported out by the House Agri i- 
culture Committee, I offered my dairy price-support proposal as an 
amendment. I did not get it adopted, but I think we have laid the 
groundwork for favor able consideration when we come to report my 
di: airy-support bill out as a separate bill. We are going to be holding 
hearings on it very shortly in the House. 

I might also say at this time that shortly after I came to Congress, 
our senior Senator from Wisconsin introduced me to Senator Aiken, 
and ever since that time I have found that a Republican Senator from 
Vermont and a Democratic Congressman from Wisconsin can work 
together on dairy legislation and get along very well. 

Senator Aiken. We are trying to get your prices up on a level with 
ours, but we never want our prices to go down to yours. 

Mr. Jounson. Lagree with that, Senator. 

Senator ArKeN. I think we had better work from the angle of rais- 
ing your prices. 

Mr. Jounson. That is very good. 

It is true that milk and butterfat have been selling above the pres- 
ent support price of $3.06 for milk and 56.6 cents for butterfat. How- 
ever, With dairying going into the flush season, the price trend is again 
heading downward. 

In February of this year, farmers were receiving $3.26 for milk and 

59.2 cents for butterfat. That is for manufacturing milk and butter. 
Apr il figures show farmers receiving $3.17 for milk and 58.7 cents for 
butterfat. 

For several years the dairy industry has been faced with increas- 
ingly severe price and supply problems. Production has moved to 
new high levels, and domestic consumption has fallen off. 

Mr. Chairman, income of dairy farmers has declined each year for 
the past 8 years, while farm operating costs have risen steadily, setting 
new records year bv year. Under the regime of Secretary Benson 
wnd President Eisenhower, the support price for dairy products has 
been slashed from 90 to 77 percent of parity. During this same 
period, the price received by farmers for their milk dropped 
almost 25 percent, while the cost of family living items has gone up 
6 percent. The result has been a devastating cost-price squeeze which 
has forced many hundreds of thousands of dairy farmers out of busi- 
ness. Insome of the major dairy-producing areas, farm families have 
been putting in as much as 3,300 hours of labor a year and an invest- 
ment of some $32,000 in plant and equipment to earn an hourly wage 
rate of 56 cents an hour. 

I think the Senator was talking about that when I came in. 

Senator Arcen. The Senator from Wisconsin had it 60 cents, you 
have got it down to 56 cents. It is dropping every minute. 

Senator Proxmime. I rounded that figure. Again I wanted to be 
conservative. 

Senator Arken. I would not be surprised if this had dropped 4 
cents an hour while we have been sitting here. 

Mr. Jounson. We probably have several experts in the industry 
who are working with those figures all the time, and they are going 
to testify later, and maybe they can give us the exact figure. 
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Senator Proxmire. We say less than 60 cents per hour, and so do 
you. 

Mr. Jounson. That is right. 

The dairy industry is made up of some 1,200,000 farmers and over 
10,200 creameries, milk-drying plants, condenseries and other proc- 
essing and distributing firms. These dairy plants are vital industries 
in their home communities, employing more than 250,000 workers and 

carrying an annual payroll of more than $500 million. They all make 
an important contribution to our national economy and deserve a 
fair return on their labor and investment. And I might add that I 
feel this is not enough of a raise to give the dairy farmer, but I think 
it is the best we can get this late in the session. 

I was talking with the president of one of our farm organizations 
in Wisconsin last night, and I asked him how much this increase in 
your bill would mean to the dairy farmers of Wisconsin. He said it 
would mean an increase of from $18 to $20 million in the income of 
farmers of Wisconsin alone. 

If the cost of this proposal is, as Senator Proxmire estimated, 
$15,000 and it is going to increase the income of the farmers of Wis- 
consin by $18 to $20 million, when you think in terms of the increase 
in income to all the farmers in the United States, it is worth trying. 

Mr. Chairman, in these days of ever-increasing world tensions, we 
have a powerful instrument for goodwill in the products of our a 
farms. The children’s milk program has been most successful i 
bringing nutritious milk to children in our own schools. But we 
have not licked the problem of the hungry and ill-fed people in our 
own country, and we have made only a beginning in sharing our food 
with the underprivileged peoples abroad. 

The familiar CARE packages have brought nutrition and comfort 
to countless peoples in the free world. Schoolchildren in many 
foreign countries are learning what milk is through the school milk 
program operated under Public Law 480. We all ‘remember too well 
the concern last November when the Department of Agriculture ran 
out of nonfat dry milk for oversea relief right at the height of the 
Christmas season of good will and giving to the needy. 

I sincerely believe that the modest increase in support levels called 
for in this legis: ation would not only help provide a greater degree 
of economic stability to our dairy farmers but would also help assure 
an adequate supply of healthful dairy products for schoolchildren and 
needy in both our country and overseas. 

I want to thank the committee for the opportunity to be here. As 
chairman of the House Dairy Subcommittee, I am supposed to be 
conducting hearings in the House right now, but I asked one of my 
colle sagrues to act in my place. 

Senator Proxaume. I noticed your subcommittee is meeting today. 

Mr. Jonnson. Some of the people who are here were testifying 
befor ‘e us yesterday. 

Senator Aiken. No questions. 

Senator Proxmire. Thank you. 

Senator Kennedy is also cosponsor of this bill. He could not be 
present at this hearing. Also, he submitted a written statement that 
he asks be made a part of the record. 

We are very happy to do that. 
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(Statement of Senator Kennedy follows :) 
U.S. SENATE, 
Washington, D.C., May 19, 1960. 
IIon. Orin D. Jonnston, 
Chairman, Subcommittee on Agricultural Production, Marketing and Stabiliza- 
tion of Prices, Senate Agriculture and Forestry Committee, Washington, D.C. 


Deak SENATOR: I regret that I will be unable to testify at the hearings which 
are scheduled upon S. 2917. I would appreciate it, however, if you would include 
the enclosed statement in the record of these hearings. 

With every good wish. 

Sincerely, 
JOHN F. KENNEDY. 


STATEMENT oF Hon. Joun F. KENNeEDy, A U.S. Senator FRoM THE STATE OF 
MASSACHUSETTS 


I hope this committee will report favorably S. 2917. Dairying accounts for 
almost as much income as that from all our basic crops. Falling dairy prices 
on the farm immediately affect every rural community and almost every urban 
community. 

Since it appears to be conceded that a price support level of $3.22 per hundred- 
weight for manufacturing milk and 59.5 cents a pound for butterfat would provide 
a very minimum income level for our dairy farmers, we find it difficult to under- 
stand the objections to this modest increase in the present support price. 

The administration suggests in its comments that “it is not advisable to fix 
by law a specific support price.’”’ But in the very next paragraph it offers $3.06 
a hundredweight for manufacturing milk and 56.6 cents a pound for butterfat 
as its own specific support price. The argument, essentially, must be over which 
price will better protect our dairy farmers and our consumers. 

The bill before the committee does not raise prices above the level which pre- 
vailed last year. It does not even provide for anything approaching 100 percent 
of parity. All it does is establish the average price last year as the floor for 
prices this year. In view of the financial condition of dairy farmers throughout 
the Nation this is reasonable. Certainly, it does not bring the farmer an exorbi- 
tant return. 

Nor would this seriously affect consumers prices. Consumer prices have never 
reacted to changes in support levels. This would be particularly true when 
the increase in the support level does not raise that level above the current mar- 
ket price. As the Department of Agriculture stated in its letter of March 22, 
1960, commenting upon the bill, ‘‘there is every reasonable prospect that market 
conditions again will keep prices above the support level during part of the year.” 

But I believe this bill must be enacted if we are to have a realistic floor to 
dairy income. Any surplus production of dairy products could result in a dis- 
astrous decline in prices. The economy cannot take that risk. 

At a time when prices the farmer pays are constantly rising, it is cruel to 
jeopardize his modest income by continuing an abnormally low support price. 
The dairy farmer today needs a 23-percent increase in price just to receive the 
same share of the consumer’s dollar he received 10 years ago. Under the cir- 
cumstances, I hope you will agree that this modest increase in the support level 
is eminently justified. 


Senator Proxmme. Senator Humphrey, who has been one of the 
really outstanding champions of all farmers as well as the dairy 
farmers for many years, could not be present either. He will file a 
statement for the record. 

(Statement of Senator Humphrey follows :) 


STATEMENT FILED sy Hon. Husert H. Humpnurey, A U.S. Senator FRoM THE 
STATE OF MINNESOTA 


The proposal before the subcommittee, S. 2917, would raise the minimum price 
support for milk used in manufactured dairy products from $3.06 per hundred 
pounds to $3.22, and would raise the price support floor for butterfat from. 56.6 
to 59.6 cents. 

This is a moderate proposal, a modest proposal. It would by no means enable 
dairy farmers to earn a fair return on their labor and investment. 
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It would, however, hold their gross income for the balance of this marketing 
year at just about the level they have been receiving. The average price received 
by farmers for manufacturing milk has been averaging a little above $3.22 for 
a number of months. If milk production should increase in the months ahead— 
and this is probable according to reports from the U.S. Department of Agricul- 
ture—the price could drift down toward the present floor of $3.06. 

By increasing the minimum support price at this time, stability would be given 
to the market for the balance of this marketing year, and dairy farmers would 
not have to anticipate an income loss. 

Calculations based on probable production and commercial demand, plus the 
augmented demand under the special school milk program and the Agricultural 
Trade Development and Assistance Act, during the present marketing year, indi- 
cate that there would be little, if any, increase in cost to the Commodity Oredit 
Corporation from the proposed increases in the support price levels. 

I would like to point out here that in 1959, 2,365 million pounds of milk were 
distributed through the regular school lunch and special milk programs to the 
school children of this Nation. I cannot consider milk used to help build 
sturdy young people as a “surplus” product. The word “surplus” carries with 
it the connotation of being something unneeded and unwanted. The success 
of these programs in increasing total milk consumption certainly proves that 
there is a demand over and above the usual market demand which, when met, 
makes a material contribution to our national well-being. 

Under the Agricultural Trade Development and Assistance Act, this “surplus,” 
this bounty of our dairy farms, has brought food and hope to millions of un- 
fortunate people in the struggling, newly developing countries of the free world. 
In come cases this has come about through commercial sales for local currencies. 
In cases of famine and dire need abroad, our dairy products have been donated 
to the voluntary relief agencies for distribution. In addition, quantities of dry 
milk have been used through UNESCO, the United Nations Economic and Social 
Council, for child-feeding programs under UNICEF. Since 1954, more than 
2 billion pounds of dry milk have gone into this use. The tremendous contribu- 
tion toward world peace and world health cannot be valued in terms of dollars 
spent for price support programs. 

My State of Minnesota is a State of commercial family farms, and almost 
two-thirds of these farms produce and market milk. Therefore, the welfare 
of the Minnesota farmer is closely related to the profitability of farming. Dairy 
products account for almost 20 percent of Minnesota farmers’ cash receipts. 
In 1959, gross returns from this source amounted to $294,398,000. 

However, the difference between gross income and net income is large. Like 
dairy farmers throughout the United States, those in Minnesota have made 
amazing increases in production per cow and in labor efficiency. To accomplish 
this, their production expenses have increased year by year. High milk 
sanitation standards are set in my State, and are met, but this consumer 
protection calls for a steady outlay for improved buildings and new machinery 
and equipment. Taxes of all kinds have soared. Interest rates paid for the 
credit essential for continued production have gone up and up. 

The cost-price squeeze is a grim reality when it is translated into a lower 
standard of living, into lack of opportunity for the young people growing up 
on our farms, and into inadequate means to protect the health of the farm 
family. 

This is, of course, the situation that exists in almost every phase of agricul- 
ture today. The most impressive result of the sliding scale of support prices— 
low farm prices and low farm income—has made agriculture the problem segment 
of our economy. 

The bill before us today will not correct the basic cause of the low income 
situation for dairy farmers. Any true correction will have to wait until 
comprehensive farm-income improvement programs are passed by Congress and 
signed by the President. 

There is before this committee a bill which I have introduced, S. 1821, which 
would provide a comprehensive long-range income stabilization and improvement 
program for dairy producers. This program would enable dairy farmers, under 
a self-regulating and largely self-financed program, to assume responsibility 
for maintaining a sound and productive dairy industry. 

That is the kind of legislation which I wish we were discussing. But in 
view of the immediate situation, I strongly urge the adoption of this emergency 
legislation, S. 2917. Dairy farmers throughout the Nation need and deserve 
this assistance toward income stability. 
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Senator Proxmire. The next witness is Mr. Forest W. Beall, 
Deputy Administrator for Price Support, Commodity Stabilization 
Service, U.S. Department of Agriculture. 

Will you come up, sir, and bring anybody you wish with you? 


STATEMENTS OF FOREST W. BEALL, DEPUTY ADMINISTRATOR 
FOR PRICE SUPPORT; DON S. ANDERSON, DIRECTOR, LIVESTOCK 
AND DAIRY DIVISION; AND HARLAN J. EMERY, CHIEF, DAIRY 
BRANCH, LIVESTOCK AND DAIRY DIVISION, COMMODITY STA- 
BILIZATION SERVICE, U.S. DEPARTMENT OF AGRICULTURE 


Senator Proxmire. Would you identify orally the names of the 
gentlemen accompanying you? 

Mr. Bratt. On my right is Mr. Don Anderson, who is Director 
of the Livestock and Dairy Division in Commodity Stabilization 
Service, and Mr. Harlan Emery, who is also in the Livestock and 
Dairy Division, Commodity Stabilization Service. 

Senator Proxmire. Will you proceed in your own manner? We 
have a copy of your statement. 

Mr. Bratu. We distributed it. 

May I read it ¢ 

Senator Proxmire. Go right ahead. It is a short statement, I 
notice. 

Mr. Beati. Mr. Chairman, this statement is based on and supple- 
ments the Department’s report of March 22, recommending against 
enactment of S. 2917. 

S. 2917 would amend subsection (c) of section 201 of the Agricul- 
tural Act of 1949, as amended, by adding the following new sentence 
to be inserted after the first sentence: 

Notwithstanding the foregoing provisions, for the marketing year beginning 
April 1, 1960, the price of milk for manufacturing purposes and the price of 
butterfat shall be supported at not less than $3.22 per hundredweight and 59.6 
cents per pound, respectively. 

The Department feels that it is not advisable to fix by law a specific 
support price for a particular marketing year without regard to cur- 
rent production and consumption conditions. 

The Agricultural Act of 1949, as amended, now requires the Sec- 
retary of Agriculture to support prices to producers for milk and 
butterfat at such level from 75 to 90 percent of parity as will assure 
an adequate supply. The act leaves to the Secretary the determina- 
tion of the support level, within the authorized range, that will aec- 
complish the objectives of the act with respect to dairy products. 
This permits the Secretary to take into consideration the develop- 
ments in production and consumption in determining the support 
level for each marketing year. 

The support prices for the last marketing year, which ended 
March 31, 1960, were $3.06 a hundredweight for manufacturing milk 
and 56.6 cents a pound for butterfat. These prices were 77 percent 
of the parity equivalent and parity prices as of the beginning of the 
marketing year. While a little progress was made toward closing 
the gap between production and consumption in commercial outlets, 
it still was necessary to buy substantial quantities of dairy products. 

During the last marketing year, CCC purchased 135 million pounds 
of butter and 50 million pounds of cheese. Also, the Department re- 
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moved from the market 857 million pounds of nonfat dry milk. The 
total acquisitions for the marketing year contained about 2.9 percent 
of the milkfat and 9.3 percent of the nonfat milk solids marketed 
by farmers in the form of milk and cream for all uses. 

The price-support purchase operations have been supplemented 
by special programs, involving substantial expenditures, to increase 
the consumption of milk by school children and military personnel. 

Market prices of some dairy products were above the CCC buying 
prices in the last 8 months of the 1959-60 marketing year. The 
actual prices received by farmers for the entire 1959— 60 marketing 
year averaged $3.23 a hundredweight for manufacturing milk and 

59.5 cents a pound for butterfat. The bill seeks to maintain approxi- 
mately this level for the current 1960-61 marketing year. 

The number of milk cows on January 1, 1960, was seven-tenths of 
a percent smaller than a year earlier. This was the smallest decrease 
in 6 years. The numbers of yearling heifers and heifer calves on 
January 1 were larger than in recent years. The numbers of these 
replacements per 100 milk cows were the largest on record. The in- 
creases in production per cow in 1958 and 1959 were not. enough to 
offset the declines in cow numbers, and total milk production declined 
slightly each year. In 1959, however, farm use of milk declined 
more than milk production did and total farm marketings of milk 
increased slightly. Meanwhile, there was a further shift from farm- 
separated cream to whole milk deliveries by farmers which brought 
more nonfat milk solids onto the market. 

Milk production in the first 4 months of 1960 totaled about 1 per- 
cent above a year earlier. Only part of this increase was accounted 
for by the extra day in February. Feed supplies are at record levels 
and lower priced than last year. These developments indicate that 

potential exists for a significant increase in milk production. 

On January 8, the Department announced that the support prices 
for the 1959-60 marketing year would be continued through the 
1960-61 marketing year. As of the beginning of this marketing 
year these support prices are 76 percent of the parity equivalent and 
parity prices for manufacturing milk and butterfat. 

Prices received by farmers in April for manufacturing milk and 
butterfat were above the support level. There is some prospect that 
market. conditions will continue to keep prices above the support level 
during at least part of the 1960-61 marketing year. 

If market demand will not continue to result in such higher level, 
maintaining the higher level through support operations would tend 
to widen again the gap between production and consumption and to 
increase Government purchases. Continuation of the present pro- 
gram will provide assurance that prices to producers will not p 
below the support level at any time during the next marketing year. 
Market conditions will be permitted to determine whether actual 
prices will be above this level. 

It should be noted that the estimated cash receipts of $4.7 billion 
from farm sales of milk and butterfat in 1960 will be the highest on 

record. 

Mr. Anprerson. There is one number left out on page 3: 


As of the beginning of this market year these support prices are 76 percent; 


the 76 is omitted. 


56056-—60 3 
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Senator Proxmire. That is about the middle of the page, the third 
paragraph : 

At the beginning of the marketing year the support prices are—— 

Mr. Anperson. Seventy-six percent of the parity equivalent. 

Senator Proxmire. Thank you, sir. 

Is there anything else you gentlemen would like to add? 

Mr. Brau. That is all. 

Senator Proxmire. Senator Aiken. 

Senator Arken. I wonder how much nonfat powder has been dis- 
posed of under Public Law 480 since the first of this year. 

Mr. Anperson. None at all since the first of this year—I think that 
is right. 

Senator Arken. Why do you let it accumulate to 50 or 60 million 
pounds? 

The reason I ask, I was in South America last fall about the time 
that we discontinued contributing any powder under section 2, I think, 
of Public 480, and there was a great deal of consternation down 
there, because they found that was one of the most valuable products 
that could be used in implementing foreign policy. And then I 
noticed that week after week this year the accumulation of nonfat 
powder has been increasing, apparently without any consequential 
sales or disposal of it. 

I was wondering why we do not get rid of it while there is a chance 
to, while the demand is there, instead of letting it go on up, because 
it cannot help but depress the general market as it 1s accumulated by 
the Commodity Credit Corporation. 

Mr. Emery. I wonder if you did not misunderstand the Senator’s 
original question, Mr. Anderson. 

Mr. Anpverson. He said title I. 

Senator ArKEN. Title ITI. 

Mr. ANnversON. I am sorry, sir, I interpreted it as title I. 

Senator AIKEN. No, title III. 

Mr. ANperson. A great amount under title ITI. 

Senator AIKEN. For relief agencies. And you have started dispos- 
ing of it ? 

Mr. ANpDersoN. We have disposed of over a hundred million pounds 
and we have offered them another 80 million, and the reason, sir, 
for this—may I use the word “conservatism,” Senator—is the very 
sad experience, to which the Congressman referred. 

We are trying to do a better job of management so that we will 
not run out if we can avoid it. 

Senator AIKEN. You are trying to have a uniform disposal right 
through the year, and in order to do that you have to accumulate a 
large amount during the spring and early summer months? 

Mr. ANpeErsoN, Yes, sir. And some sales to oversea reconstituting 
plants are made under title I. 

Senator Aiken. How do you sell that? Do you make the sale 
directly at a lower dollar figure ? 

Mr. Anperson. At the present time all our stocks are available 
for sale on a competitive-bid basis. Sales have been comparatively 
small. Over 11 years, as I recall the figures, 75 percent of our utiliza- 
tion of nonfat has been donation, 66 percent donation abroad. 
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For the reconstituting plants, there have been in the pees certain 
title I transactions in which we have sold on the same basis as for 
dollars on barter and some of those transactions have been financed 
through foreign currency. At the present time I think there is none 
outstanding on title I authorizations for nonfat dry milk. 

Senator Aiken. In selling to reconstituting plants, you have to 
meet the competition of Holland, Denmark, New Zealand, Canada, 
or any other country which produces a surplus of nonfat powdered 
milk ¢ 

Mr. Anperson. We sold a small quantity this morning just before 
I left the office, 10.16 cents per pound. 

Senator A1kEN. What is the support level now ? 

Mr. Anperson. 15.4. 

Senator AIKEN. Is that roller or spray process / 

Mr. ANppERSON. Spray. Presently sales are under the competitive 
bid. Sales have always been relatively small; the big outlets have 
been donations. 

Senator A1kEN. <A loss of about 30 percent ? 

Mr. Anperson. Yes, sir. 

Senator ArkeN. You recover about 70 percent on the sales, and of 
course on the donations there is no recovery / 

Mr. Anperson. On most of our donations—the thing that stepped 
up our donations was Congress willingness to let CCC pay the cost 
of repackaging. A fair share of our donations are repackaged in 
414-pound containers which cost us an additional 2 cents over 
the support price. This authority that Congress gave the Com- 
modity Credit Corporation apparently has been very effective in 
stepping up the possibility of donations. 

Senator A1kEN. You are going to have an increased cost on paying 
transportation from ports to inland countries ? 

Mr. ANnperson. That is a new law that was just passed. 

Senator A1ken. That is a new law, but that is going to increase the 
cost and to that extent increase the charge made against the support 
price program ? 

Mr. ANperson. Yes, sir. 

Mr. Bratt. I might add in this connection that we have reinstituted 
and continued the school lunch programs to Japan and elsewhere. 

Senator ArkeN. How much butter have you set aside for the school 
lunch program ? 

Mr. Anperson. We have approximately 70 million pounds, 

Senator ArkEN. And you will set it aside for the next 2 or 3 weeks 
more ? 

What do they use, about 80 or 90 million pounds? 

Mr. Anperson. We have in inventory today approximately enough 
butter for the school lunch program through June 30, 1961. 

Senator ArkEN. You have just about got enough to take us through 
the next coming fiscal year. And from now on you will expect to 
store a little for disposal this fall ? 

Mr. Anperson. Of course the decision as to how to use any that we 
accumulate affer we have taken care of the school lunch will have to 
be made by the Secretary and the Board of Directors. 

Senator Arken. How do the private storage stocks of butter com- 
pare with last year, do you know ? 
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Mr. Anprerson. Fairly low. 

Senator ArkeN. Is it up or down 4 

Mr. Anperson. It is 36 million as compared to 39 million. 

Senator ArKEN. 39 million last year 

Mr. ANpERSON. Yes, sir. 

Senator Aiken. Was stored by the dealers and warehouse people 
as compared to 36 million this vear é 

Mr. ANprRson. Yes. 

Senator Aiken. And you will look for a better supply-dem: and bal- 
ance, unless there are unusual weather conditions over the next 6 weeks 
which would make up for the dropoff in September and October / 

Mr. ANprrson. We are purchasing butter at a fairly rapid rate. 

Senator Arken. .A little more than last year / 

Mr. ANperson. Approximately the same rate at the moment. 

Senator Aiken, But no cheese yet—just a little last week ? 

Mr. ANprrson. 63,000 pounds of cheese so far this month, and that 
is now not millions—practically no cheese ; that is right. 

Senator ATKEN. Do you anticipate that you will have to purchase a 
little more cheese from now on ¢ 

Mr. Anprerson. We have estimated that cheese would be offered to 
us, and of course if it is offered to us, we have no choice but to take it. 

Senator ArKEN. Do you think that the raising of the import quotas 
is going to necessitate purchasing any more cheese / 

Senator Proxmrre. I want to go into that a little later myself. 

Senator ArKen. You can repeat the question. 

Senator Proxmire. Yes. I was just commenting. 

Mr. Anperson. As I recall, the Department’s position was that it 
thought that this import would not compete with domestic production. 

Senator Arken. Yes, but will it not result in a shift of production 
from one type of cheese to another ? 

Mr. \Nprerson. There has been in Wisconsin a big shift to Italian 
type cheese, which is apparently one explanation for our not having 
to buy much cheddar recently. 

Senator Proxmire. How are you going to get it back, on the basis 
of what the administration has recommended and done? Take our 
Italian type market away; and that is what that quota is going to do, 
I wouldthink. Isthat not logical ? 

Mr. ANperson. Some of our experts apparently didn’t think that 
Way, sir. 

Senator Arken. I think the answers are obvious. I think the effect 
is obvious. 

Senator Proxmire. Of course, you cannot have it both ways. 

You go ahead. I will come to mine later on. 

Senator Arcen. That is all the questions I have. 

Senator Proxmire. Gentlemen this statement is based, as I under- 
stand it, on the argument that it is not advisable to fix by law a spe- 
cific support price for a particular marketing year without regard 
to current production consumption requirements ; that is the gist, the 
essence, the heart and soul of your objection to this bill ? 

Mr. Bratu. That is right. 

Senator Proxmire. In the first place, the Senator from Vermont, 
I think, has laid the groundwork for an excellent case that this bill 
has regard for the production and consumption requirements, inas- 
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much as there seems to be a pretty good balance between consumption 
and production, and this would give assurance to the dairy farmer of a 
stable price, but on the basis of recent experience, certainly, there is no 
reason to suspect that it did not have clear regard and understanding 
of what the consumption and production situation is; is that not true? 
If not, why not ¢ 

Mr. Braun. I think 1 might point out a couple of things there. 
First, it is well recognized that butter particularly has a very high 
price elasticity and is very responsive to demand. 

Senator Proxmire. Do you have figures to show that ? 

Mr. Breaux. I don’t have any with me. 

Senator Proxmire. I would like very much to get them. I have 
tried again and again to get the Secretary of Agriculture to supply 
the figures on the el: isticity of demand for various dairy products. 
That will be very useful if you would provide those for me. 

Mr. Beat. Sec ondly, I think, while we are speaking of average 
price for the past year here, there has been fluctuation of price, and 
obviously at times it goes above the average price, and at times below. 
And therefore, it is responsive to demand at the moment, and moves 
readily in consumption channels. 

Conceivably if we had a fixed price at this level, during the period 
when the normal market would fall a little below what has been the 
average for the past year, that we might have 

Senator Proxie. Exactly how much, Mr. Beall, do you say that 
this would affect the price of better to the consumer; if this bill was 
passed how much, in your judgent, would the price of butter be 
affected ¢ 

Mr. Brau. I think we might project this on the basis of variations 
in price last year which resulted from a market price above the sup- 
port price. 1 think it is apparent, as indicated in some of the state- 
ments that were made here, that the margin between the farmer and 
the consumer remains about stable. 

Senator Proxmire. You mean that if the price to the farmer goes 
up as little as this provides—and Senator Aiken and others have said 
that it would be a very modest increase in the price to the farmer— 
that there would be a price percentage increase to the consumer ? 

Mr. Bratt. We wouldn't anticipate that the distribution costs 
would be any less between the farmer and the consumer. 

Senator Proxmire. Why would you assume that the price would 
necessarily go up ¢ 

In view of the fact that price is averaged about this level, presum- 
ably it is a little less than this now, it might go up very slightly to 
the farmer, certainly not by the difference between 3.06 and 3.22, it 
would go up—in some periods it would be approximately the same 
and, at ‘other periods it might go up a little bit. If this were reflected 
in precise percentage to the consumer, it would seem to me to be rela- 
tively very, very small. 

Mr. Beary. It would be a small increase, of course, because this in- 
crease here is relatively small. 

All I am saying is that the distribution costs between the farmer 
and consumer ‘would not be reduced because the farmer's prices were 
increased. So necessarily the increase in price here, plus the distribu- 
tion costs, would be reflected to the consumer. 
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Senator Proxmire. Then you are saying that there would be no big 
additional cost to the Commodity Credit Corporation ? 

The taxpayer would not have to pay for much of it; the consumer 
would? 

If the consumer pays most of it, the taxpayer would have to pay a 
relatively small proportion of it ? 

Mr. Beaty. Yes. 

Senator Proxmire. Would you confirm or refute my statement that 
the Commodity Credit Corporation would pay about $15 million ? 

Senator Aiken seemed to think this was a little high. 

Mr. Bratt. Have we projected any figures on that, Mr. Anderson ? 

Mr. Anperson. No: we would have to do that. 

Senator Proxmirr. You do not have any basis this morning for 
testifying that it would be a relatively small cost to CCC? 

Mr. Beaty. No. 

Senator Proxmrire. I would appreciate it very much for the record 
if, as soon as possible, you provided your own estimate for us. It 
would be very helpful to us. 

What troubles me on this, and I think a lot of dairy farmers, we 
have a double downward flex. You hit us twice; you hit us in the 
parity equivalents and then you hit us in the parity, too, which seems 
to me puts us in a peculiar position. 

In other words, if you had maintained the same parity equivalent 
that we used to have of 88 percent, then, as I said, this 3.22 for which 
we are asking would be below 75 percent of parity, which is less than 
the law provides. 

Does the Department take this into consideration that dairy prod- 
ucts are different in this sense perhaps than other price-support com- 
modities ? 

In other words, you have modernized us twice; you have modernized 
us on the parity equivalent concept and, of course, on the parity 
concept. 

Mr. Anperson. The present parity equivalent would be exactly the 
same as parity price calculated by modernized parity. 

Senator Proxmire. Say we take the—— 

Mr. Anperson. For manufacturing milk. 

Senator Proxmire. What I am talking about is, for years we had 
this 88.5 or 88—it is a very little bit—from 1949 through 1959 we 
had 88.5, that was the parity equivalent ratio, was based on the 1946- 
48 situation, as I understand it. 

Mr. ANperson. That is right. 

Senator Proxmire. Since that was changed a short time ago to 
modernize it—it has fluctuated quite a bit—and when at the same 
time parity itself was reduced from 90 percent, it had this double 
effect on the dairy farmer, and I wonder, maybe in view of the intent 
of Congress, which was to provide a 75 to 90 percent support, that this 
double modernization has not had the effect of reducing the dairy 
farmer to a position where he is at a disadvantage, compared wit 
others. 

Some of the other commodity groups can say, well, he is getting 81 
percent of parity, or 77 percent, and he has received some figure above 

75, and we say, on the basis of the old parity equivalent that is main- 
tained for 6 years, he is getting less than 75 percent. 
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Mr. Anperson. That is right. That is, if the Department had con- 
tinued to use 8814 percent, the parity equivalent would have been 
higher that it is now. 

All I am saying, Senator, is that the present parity equivalent is 
identical with the parity that you would establish if you calculated 
a parity for manufacturing milk on the basis of modernized parity. 
Modernized parity uses the last 10 years, and it happens to be exactly 
what we are using in the parity equivalent now. 

That does not change the fact that you point out, that 8814 percent 
would give you higher parity equivalent than the present 80 percent. 

Senator Proxmire. Than the lower parity, the present price? 

Mr. Anperson. And then 75 percent of the lower parity equivalent 
would be lower than 75 percent of the higher parity equivalent. 

As far as the intent of Congress is concerned, I can pojnt out, sir, 
that if we established a parity price rather than a parity equivalent, 
and used the definition of modernized parity, the parity experts in 
the Department of Agriculture tell me we would come out with exactly 
the same figure. 

That does not contradict your statement that it is lower than the 
8814 percent; your arithmetic is certainly correct. 

Senator Proxmire. What I am getting at—I am not criticizing the 
Department for this particularly—what I am getting at is this: This 
whole double method of determining the support price puts us in a 
psychologically disadvantageous position. And this is what Congress 
is doing at the present; the President vetoed a bill that might have 
changed that. 

But at any rate, I just wanted to establish that for the record. 

Now, to get back to the issue that Senator Aiken was pressing, and 

which I am deeply concerned with, because it directly affects hun- 
dreds and hundreds of Wisconsin farmers and cheese processors. It 
just seems to me very inconsistent for the administration to say that 
we can lower the quota for the import of Italian type cheese and 
Gouda-Edam cheese, and to say that this will not interfere with the 
rice support program, because of the present beneficial relationship 
etween production and consumption, lanes there is no significant 
surplus problem involved, and then to turn around and further con- 
nn yourself by saying that we cannot have a very moderate small 
increase in price supports, because it will disrupt the market. Does 
that not seem inconsistent ? 

How would you justify it ? 

Mr. Anperson. I can repeat what I understand the experts in the 
Department of Agriculture who dealt with this, testified—if I under- 
stand it correctly—that they had a feeling, apparently a conviction, 
that these particular types of cheese did not compete significantly 
with domestic types. 

If you are going to ask me to prove that, Senator, I will have to 
say I can’t prove it. 

Senator Proxmire. It may well be that they do not — in a 
sense, but from the standpoint of a dairy farmer, it certainly means 
that if the Italian type cheeses are going to come in from foreign 
countries and usurp part of his market, that his dairy production has 
to go somewhere, so it has to go into cheddar or some other manu- 
facturing purpose, and therefore the Commodity Credit Corporation 
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has to buy it and therefore the taxpayer has to subsidize the foreign 
import, either that——— 

Mr. Anprrson. The issue, as I understand it, is, does it actually take 
part of the market of the domestic production of Italian cheese. If 
we assume that it does, then I have to follow along with you. If we 
assume somehow that it doesn’t, there is an area of debate. 

Senator Proxmire. Let’s spend a minute on that somehow. 

How can it possibly do anything else ¢ 

How is our cheese production meeting this market now, what we 
think is a fair and reasonable price ¢ 

If the cheese is going to come in at a substantially less price from 
abroad under the quota system, and obviously be sold, the markets 
are not going to get bigger. If it is going to come in under a higher 
rae lower price, our own dairy production is knocked out. 

Senator Arken. And under the sanitary restrictions that we have 
in ‘this country, We are at a disadvantage, as 1 understand. 

Mr. ANDERSON. I don’t think there is any emphasis on that part of 
the problem, Sen: 69 

Senator Arken. I do not know why they do not think of that, 
because when our ‘dairymen are requird to operate under high sani- 
tary restrictions and the imported manufacturers are not, of course, 
the importers have an advantage over the domestic producers. And 
that applies to the restrictions to the production of fluid milk. 

I expect you have got dairymen in your State, Senator Proxmire, 
that, if they had to ‘comply with the requirements of most of our 
cities, it would probably cost them $1,000 per cow, and put them out 
of business. 

Senator Proxmire. I do not want to get into that. 

Senator A1rken. But your cheese manufacturers run into that same 
thing, except that it is in reverse. Your cheese manufacturers are 
at a disadvantage compared to manufacturers in certain foreign 
countries where the same sanitary requirements are not applied. 

Senator Proxmire. I will accept the second part, but as far as the 
first part is concerned, I have visited literally thousands of farms in 
the State, and I have gone into those milkhouses, and I know the 
tremendous expense that they have gone to to provide the most sani- 
tary kind of situation in terms of the concrete milkhouse and i 
terms of all sorts of sterilization processes and so forth, all over the 
State. 

Senator ArkEeN. That is true. But you go along with me on the 
foreign competition. If the foreign competition is not required to 
go even that far, they have an advantage. 

Senator Proxmire. I agree with you 100 percent. And I think 
that is something that ought to have been taken into consideration. 

I realize you gentlemen are not in the Tariff Commission, but you 
are on the Department of Agriculture and should have been consulted 
on this. 

Senator ArkEN. I want to say this about bleu cheese or Romano 
cheeses or any other that can be imported. As far as I know, the 
people who insist on the imported cheese probably do it because of 
the name; it just puts them on a little higher social level. 

Senator Proxmire. I think there is a very tiny percentage of people 
who buy their cheese on the basis of the label and so forth and they 
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cannot really discriminate. I challenge any taster to tell the real 
difference. 

Mr. Anperson. I think it is obvious from what I said that I am 
not an expert in this particular field of trying to clarify distinctions 
of the type the Senator has mentioned. 

Senator Proxmire. Now, on page 2, in the next to the last para- 
graph, vou say : 

The actual prices received by farmers for the entire 1959-60 marketing year 
averaged $3.23 a hundredweight for manufacturing milk and 59.5 cents a pound 
for butterfat, which is almost precisely, not quite, what the bill calls for. 

The bill seeks to maintain approximately this level for the current 1960-61 
marketing year. 

This seems to me to be very conservative, when all costs are rising 
to the farmer. We are not asking for an increase in the minimum 
wage, which is expected to be asked by labor in the country, and we 
are not asking for any kind of an increase in prices, which certainly 
every company is asking for: we are just asking to maintain the 
present level. 

It seems to me that we can make a tremendously persuasive policy 
ease for doing this for the farmer in view of how low his income is, 
how hard he works, and how greatly he has increased his efficiency. 
And your sole answer, I presume, would be that while this may be 
true, vou have to deal ‘with the realities of production and consump- 
tion, and in your judgment this would upset that situation; is that 
correct ¢ 

Mr. Anperson. [ think the Department wants to make clear that 
the standards of the Agriculture Act of 1949, which is to assure an 
adequate supply, will be met. The prospects are that we will have to 
accept delivery of more nonfat dry milk this year than ever before in 
history. Cheese will be lower, butter will probably be lower than 
usual, 

Milk ——_ in April of this year was the second highest on 
record. I do not think anybody in the Department would argue with 
either of the three gentlemen’s arguments or presentations this morn- 
ing that farmers are not getting parity, that the costs have gone up. 
I do not think there is any issue there th at I know of. 

Senator Proxmie. I find that, having established that, I want to 
move to something else. 

You say in the next paragraph that : 

The number of milk cows on January 1, 1960, was seven-tenths of a percent 
smaller than a year earlier. This was the smallest decrease in 6 years. The 
numbers of yearling heifers and heifer calves on January 1 were larger than in 
recent years. The numbers of these replacements per 100 milk cows were the 
largest on record. 

Does this not have a lot more to do with the price of beef than it 
does with milk, or at least a great deal to do with the price of beef? 

If the price of beef drops, you are more likely to get an increase in 
milk cows; are you not / 

Mr. Beau. I think it is recognized that there is an interplay be- 
tween the two. 

However, the point that is being considered here is that under pres- 
ent conditions farmers are responding to the extent of increasing 
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dairy stocks, and thence supplies, in keeping with the provisions of 
law that adequate supplies will be assured by the price support pro- 
gram, and therefore we necessarily look ahead at. these figures on 
di uiry numbers and possible replacements in evaluating the potential. 

Senator Proxmire. This is the whole basic assumption that I have 
argued with, and I have tried again and again to get the Department 
of Agriculture to provide me firures for it, and I have not been suc- 
cessful in eliciting them. 

You made the statement about the elasticity of the demand for 
butter. And now you make the assertion, Mr. Beall, with the notion 
that as prices go up, you will increase your dairy herd and increase 
production, and as prices go down you decrease your dairy herd and 
decrease production. 

This makes our farmers fighting mad, they say this is not true, they 
say as prices go down they are forced in any way they can to increase 
production, they have to cover their taxes to cover their interest, to 
cover the necessities of their family, they have to, they are in a sweat- 
shop situation where they just have to produce more. And that is why 
I earnestly once again solicit statistics to establish this fact that you 
do get an increase in production as prices go up, and you get a reduc- 
tion in production as prices go down. 

Certainly the whole history of what has happened in the last 7 years 
would contribute the contrary. We had a fairly stable produc tion, 
not entirely, but fairly stable, during relatively high prices in the 
few years before 1952. Since then we have had a terrible drop from 
the standpoint of the dairy farmer in dairy prices and a steady, a 
fairly steady, production and increase in production. 

Mr. Brat. Let me point out, Senator, I didn’t make the statement 
that as prices go down production goes up, or vice versa; what I did 
point out—— 

Senator Proxmire. This follows from this paragraph. 

Mr. Brati. What I did point out was the record we use to project 
ahead as to whether there will be sufficient supplies indicates that the 
number of dairy cattle has been reduced less than it has in recent 
years, that the number of replacement heifers available is greater than 
it has been, and therefore we can assume that if this is a factor at all 
in potential production, supplies should be adequate this year. 

Senator Proxmire. That may be, but then you will not argue, I 

take it, with any enthusiasm that if we have moderate increase price 
supports you are going to get an increase in milk production ? 

Will you concede that that part of the equation would not increase? 

Mr. Bratt. Well, I would only point to the record here as to what 
farmers are now doing. 

Senator Proxmire. But you would not relate that necessarily to 
what they are receiving in the way of prices? 

Mr. Bratt. Certainly. 

Senator Proxmire. Then we go right back to where I started. 
Then you are saying that relatively as the price of milk is better or 
increases, they will ‘produce more or increase their herd; is that cor- 
rect ? 
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Mr. Beaty. The important point in this projection is what they are 
doing here now. 

Now, your immediate question, I am sure, is a matter of opinion, and 
a lot of ‘good economists differ on this. My personal opinion on this 
doesn’t have anything to do with what we are looking at ahead here. 

Senator ProxMIRE . No; I want the statistics, and so forth, from you 
gentlemen that you may have in the Department to establish the basic 
assumption that. the Secretary of Agriculture has been making con- 
sistently, that he can solve the sur plus problem by reducing price sup- 
ports, or at least by having price supports, as he might put it, on a 
more realistic level. 

I would like to have some confirmation at least with regard to the 
dairy, in view of the fact that you gentlemen are the experts in the 
Department on that. 

Mr. Anperson. I think our position here would be the same as 
yours, sir, when you are talking about relative prices, as beef prices 
go down relative to dairy prices, I think it is fairly obvious you will 
get more milk and less beef. I thought that was what the Senator 
was suggesting a while ago as your interpretation. 

Senator Proxmire. I will go along on that, but looking at the whole 
farm picture over: all, you might get a shift from one commodity into 
another, from wheat to corn, or something, or from dairy to beef. 
But the total effect on farm production, it does not follow that as you 
decrease prices you get a decrease in production, or as you increase 
prices you increase production. And if this is agreed upon, then it 
seems to me there is almost no real objection that I can see to this bill 
except the consumer will have to pay a little more, which I think we 
can easily justify. 

The Commodity Credit Corporation, as you have conceded, will pay 
almost nothing more, or very little more. 

Mr. Anperson. We will pay for the butter that we will buy, we will 
pay about 214 cents more. 

Senator Proxmire. Well, the question is, how much more will you 
buy ? 

Mr. Anprrson. If we buy the same amount, I think we will have 
to concede if an increase in price has any effect at all on a case like 
this, it would be a slight increase in production and a slight decrease 
in consumption, if this bill has any effect. 

Senator Proxmire. I do not stipulate on that at all. 

I have been appealing again and again for statistics to establish it, 
without success. 

At any rate, you say that you will have to pay 214 cents more per 
peape for butter, and multiply that by the amount of butter you are 

uying and you can compute the cost, at least in terms of butter and 
by the same amount. 

Make whatever assumptions you want to make and specify them, 
and provide that for the record. 

Now, on page 3, again, toward the bottom of the page, you say: 

If market demand will not continue to result in such higher level, maintaining 


the higher level through support operations would tend to widen again the gap 
between production and consumption and to increase Government purchases. 
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Again that depends entirely on the assumption that higher prices 
will bring in higher production, and it may be that you will be right 
if you assume that everything else remains the same, including beef 
prices, but what you are doing then by keeping dairy prices down is 
to have a depressant effect on the beef price the farmers get; if you 
increased the price of dairy, then the price of beef, being interrelated, 
would also tend to increase. Is that not correct / 

Mr. Beaty. If your dairy cattle went to market. 

Senator Proxmire. This is the one concrete and definite fact that 
we can agree on and the farm economists can establish, there is this 
relationship. 

As far as the overall situation is concerned, the overall statistics 
since 1952 indicate the contrary; as prices go down, the production 
probably is not affected very muc ‘ and if anything experience would 
suggest more production increases. But I’m sure you can explain that. 
Nevertheless the hard facts show that as total prices go down for all 
farmers, it would seem that farmers produce as much or more. 

Mr. Emery. There has been very little change in farmers’ prices in 
the last 6 vears, in the prices of manufacturing milk and butterfat in 
the last 6 vears. It has been so small that it is practically impossible 
to measure relationships meaningfully. 

Senator Proxmire. Of course, there was a colossal reduction 7 or 8 
years ago: is that not correct / 

That was the big drop, in 1954. 

Mr. Emery. This was a sharp increase about 1952 or 1953, and then 
the support level was dropped. Production leveled off. Then it 
receded in the last couple of years. 

Senator Proxmire. I think that is a good point. 

Mr. Emery. Going back historically, that is one of the difficulties, 
either the conditions have changed or there have been small changes 
in prices. 

Senator Proxuire. I think we have to evaluate that in terms of 
what has happened to the cost of living in terms of what the farmers 
realize, the cost of equipment and land and taxes and everything else 
that has gone up, and as he has received the same per hundredweight 
for milk, the value of those dollars he is getting have declined and 
depreciated, so in effect he has received a lower actual real price. 

Gentlemen, I want to thank you very much. You have certainly 
given a frank and useful statement. [I would appreciate it if vou 
would supply that material for the record. 

Mr. Bratt. Thank you. 

Senator Proxmire. The next witness is Mr. E. M. Norton, secre- 
tary of the National Milk Producers Federation. 


STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK 
PRODUCERS FEDERATION 


Senator Proxmire. Would you identify your associates / 

Mr. Norton. There is Mr. P. B. Healy, assistant = ary of the 
National Milk Producers Federation, and Mr. Nelson J. Post, of our 
legislative division, National Milk Producers Association. 
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My name is E. M. Norton. I am secretary of the National Milk 
Producers Federation. Our offices are located in Washington, D.C., 
at 1731 I Street, Northwest. 

The federation is an organization of dairy farmer owned and con- 
trolled cooperatives. The cooperatives in the federation have farmer 
membership 2 in 48 States. 

The policies of the federation are developed by the dairy farmer 
membership of our cooperatives. ‘This means that the policy position 
of the federation represents the views of the people most knowledge- 
able about the production and marketing of milk, the dairy farmers 

Senator Proxmire. Mr. Norton, at this point would you indic ate 
how the policy is arrived at on this kind of legislation in this organiza- 
tion ¢ 

Was the position taken by the cooperatives arrived at by executive 
committee / 

Mr. Norron. By board action. We meet usually twice a year, but 
certainly once a year in our annual convention. The second meeting 
is subject to call, if it is necessar y, and usually is. 

I might say that 75 percent of our board are actually dairy farmers, 
that is necessary by the bylaws themselves. Twenty-five percent of 
the board membership can be employees, and we recognize those us- 
ually as the managerial positions. But it is 3 to 1 dairy farmers. 

This specific bill numbered as this was not before our annual con- 
vention in November here in town last year, but the dollars and 
cents numbers that are contained in this bill were before our conven- 
tion, and it was voted on by this group, 138 on the board, there were 
117 that voted, voted unanimously to support legislation that con- 
tained these numbers. 

Now, how 

Senator Proxmire. That is about as explicit a directive as you can 
get. 

Mr. Norron. That is right. 

Now, how you arrived at these numbers, we didn’t go into that, we 
merely arrived at the dollars and cents level. 

Senator Proxmire. Go right ahead. 

Mr. Norron. We want to express our thanks to you, Senator Prox- 
mire, and to Senators Kennedy, Humphrey, McCarthy, Symington, 
Young, Morse, Mundt, Aiken, Carlson, Magnuson, Jackson, Prouty, 
Wiley, and Hennings for their sponsorship of S. 2917. And I think 
it shows, Senator, certainly a widespread, nonpartisan interest in this 
legislation, and certainly in the dairy farmer. 

I would also like to comment here on Senator Aiken’s statement 
that he was not in favor of pulling prices down, and such a procedure 
will not help anyone, and he has been of that position for years, and 
so have we. That is why we do support this legislation. 

From the charts in the back of our testimony here, you will see that 
the support level of manufacturing milk prices and fluid milk prices 
fall very closely along with each other; when one goes down, they all 
go down, when one goes up they all go up. 

Now, at this point, Senator, I would like very much to file the bal- 
ance of the statement as though read, with your permission, and make 
a few comments of our own on testimony that has gone on here. 
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' 

Senator Proxmire. Without objection then, the statement will be | = 
filed as if read, including the charts, the entire statement. It is an le 
excellent documentation. sh 
(Prepared statement of Mr. Norton follows :) * 
Mr. Chairman and members of the committee, my name is E. M. Norton. I th 
as secretary of the National Milk Producers Federation. Our offices are located ri: 
in Washington, D.C., at 1731 I Street NW. of 

The federation is an organization of dairy-farmer-owned-and-controlled co- 
operatives. The cooperatives in the federation have farmer membership in 48 nc 
States. pe 
The policies of the federation are developed by the dairy farmer membership sa 
of our cooperatives. This means that the policy position of the federation rep- | wi 
resents the views of the people most knowledgeable about the production and ev 
marketing of milk—the dairy farmers. po 
We express our thanks to Senators Proxmire, Kennedy, Humphrey, McCarthy, | fa 
Symington, Young, Morse, Mundt, Aiken, Carlson, Magnuson, Jackson, Prouty, | fa 
Wiley, and Hennings for their sponsorship of S. 2917. we 
We also appreciate having this opportunity to discuss with the committee the is 
provisions of S. 2917 to establish a price support level for manufacturing milk in 
at not less than $3.22 per hundredweight and 59.6 cents per pound for butterfat bu 
for the marketing year ending March 31, 1961. re 
Two fundamental considerations should be kept in mind when reviewing pro- m« 
posals affecting the production or the marketing of milk or its products. First, av 
the unique characteristics of our product. Milk is produced nationally in every Wi 

State in the United States and in virtually every county. Cows must be milked 
twice each day, every day of the year. The milk must go to market at least 
i 


every Other day. Second, an adequate supply of wholesome milk and dairy prod- 
ucts is in the best interest of the market. Milk and dairy products account for 
19 cents of the consumers’ farm food dollar. At the same time, dairy farmers pI 


must have a sufficient return to justify its production. th 

In addition to these basic considerations, specific information on dairying in ar 
the United States will be helpful evaluating the bill before the committee. an 

Dairying in the United States accounts for about 19 percent of the total agri- ui 
cultural income. It is the largest single segment in the agricultural economy. on 
Policies should be formulated and followed that will strengthen this important 8 
segment of the total economy. A price support level of $3.22 per hundredweight i 
for manufacturing milk as proposed in 8. 2917 would not only improve the te 
economic position of dairy farmers but would strengthen all agriculture since ie 
dairying is the largest segment of agriculture. = . 

Dairy farmers are and have been in an economic squeeze brought about by -~ 
lowering returns from the sale of milk and butterfat and an increasing cost of } a 
producing this milk and butterfat. To the extent that technology has been avail- poo 


able to lower production costs, it has been used. But lower prices for milk took | ae 

the advantages away from farmers and passed them on to consumers or to labor 19: 

employed in marketing. Since the price of milk is largely determined in nation- es 
i 


» 
wide markets, we have to look to the Congress in our efforts to relieve the eco hea 
nomic pressure from lower prices. wi 

The price support level and the market price for manufacturing milk are basic 
to the pricing structure for all milk produced and sold in the United States. ou: 
Chart No. 1 shows the relationship between prices for manufacturing milk and io 
prices for fluid milk—the milk that is used for drinking purposes. You will of 
note from the chart that as the price for manufacturing milk goes up or down, on 
so does the price for milk used for fluid outlets. This means that the price sta 
support level for manufacturing milk is important to all dairy farmers in all F 7 
parts of the country. dey 

There is one major consideration to be taken into account in arriving at a om 
dollars and cents support level for dairying. It is the relationship between It) 
the support price level and the market price at which milk can be sold. The Pa 
support price sets the floor for the market price. During the 1959-60 marketing equ 


year, the market price for manufacturing milk averaged 16 cents more than 
the support price. While the price support floor was $3.06 per hundredweight 
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for manufacturing milk, the market price averaged $3.22 per hundredweight. 
Therefore, the market in 1959-60 demonstrated that it could sustain a price 
level of $3.22 per hundredweight for manufacturing milk. This price level 
should be the price support level for this marketing year as proposed in S. 2917. 
If milk production increases this year as present indicators, such as lower 
beef prices show that it might, the price support level of $3.22 also would be 
the market price. If milk production does not increase, the market price should 
rise above the $3.22 level with resulting improvement in the income position 
of dairy farmers. 

On the effect price support levels have on farmer income, it is interesting to 
note from chart No. 2 that while dairy farmers marketed 14.9 billion more 
pounds of milk in 1959 than in 1952, gross cash income to dairy farmers from the 
sale of milk in 1959 was at the same level as that in 1952—$4.6 billion. In other 
words, dairy farmers received the same amont of money in 1959 as in 1952 
even though milk marketings in 1959 exceeded that in 1952 by almost 15 billion 
pounds. In our presentation today, we will show that while prices paid to 
farmers for milk declined, per capita conusmption did not respond to the lower 
farm price as was expected and retail prices did not follow farm prices down- 
ward. 

This situation has placed dairy farmers in an unfavorable economic position 
in our overall national economy. A market price for manufacturing milk and 
butterfat below the level of $3.22 per hundredweight and 59.6 cents per pound, 
respectively, will increase this spread and make the dairy farmer’s position 
more unfavorable. Unless the price for manufacturing milk returns to the 1959-60 
average of $3.22 per hndredweight, gross income of dairy farmers will decrease 
with further jeopardy of investment in land, equipment, buildings, and herd. 

Now permit me to refer to chart No. 3 which shows, on the basis of information 
published by the U.S. Department of Agriculture, what has happened to milk 
marketings and per capita consmption since 1952. 

You will note from this chart that lower prices to the farmer did not lower 
production nor did they increase per capita consumption. Here again we see 
that farm price and consumption are not necessarily interdependent. There 
are other forces at work that affect consumption more directly. In 1952, when 
annual milk marketings amounted to 97.7 billion pounds, per capita consump- 
tion from commercial sources amounted to 695 pounds and farmers received 
an average of $4.85 per hundredweight for milk sold to plants and dealers. In 
1959, milk marketings climbed to 112.6 billion pounds, per capita consumption 
fronr commercial sources dropped to 649 pounds, or 46 pounds, and the average 
price received by farmers for milk sold to plants and dealers dropped to $4.15 
per hundredweight, or 70 cents. Here again, we see that the demand for milk 
was not related to the market price. Increases in marketing margins offset 
reductions in the price paid to farmers. 

A comparison of farmer prices and retail prices for fluid milk is shown on 
chart No. 4. This chart shows that lower support prices were not reflected in 
correspondingly lower retail prices. In 1952, when dairy price supports were 
at 90 percent of parity, the retail price for a quart of milk was 23.9 cents. In 
1954, when dairy price supports dropped to 75 percent, a quart of milk cost 
22.5 cents and has increased in cost to the consumer each year since that time. 
Again, as We pointed out previously, the income of dairy farmers has suffered 
With no visible benefits to consumers. 

Any drop in our prices to a point where manufacturing milk would bring to 
our farmers less than that paid during the 1959-60 marketing year would result 
in further weakening of dairy farmers’ economic position. With the possibility 
of increased milk production for this marketing year brought on by such factors 
as lower beef prices, the $3.22 level for manufacturing milk could average sub- 
Stantially less this year unless the Congress takes action to prevent it. 

From the history of the immediate past, therefore, it is clear that economic 
depression for dairy producers has benefited no one and has done vast harm to 
one of the major industries of this country. This is an important consideration. 
It means, for instance, that millions of dollars in income were lost to the agricul- 
tural economy—money which could and probably would have been used for new 
equipment, new clothing, new hardware, and so forth. 
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In recognition of all these facts, the National Milk Producers Federation 
supports 8. 2917 which would provide a degree of stability in place of the in- 
stability presently in the industry by providing assurance that the market price 
for manufacturing milk for the marketing year beginning April 1, 1960, and 
ending March 31, 1961, would continue through the operation of the price support 
mechanism. 

In our presentation today, we have talked in terms of per capita consumption 
from commercial sources. We have done this to distinguish this source from 
that supplied by or partially financed by Government-sponsored programs such 
as special milk program, school lunch, direct distribution, and so forth. These 
are very important to the dairy price support program and to dairy farmers. 
Without them our problems would be multiplied. 

On this matter of excess or surplus production, I respectfully refer the com- 
mittee to chart No. 6. Here we see that this so-called surplus ranged from a 
high of 8.4 percent of total annual milk production in 19538 to 2.7 percent in 
1959. So when we speak of surplus production of dairy products, we are not 
talking in terms of a 40- or 50-percent overproduction but only a supply that 
assures US We can meet emergencies should they arise. While there has been a 
small percentage of surplus over the past years, surplus stocks in Government 
hands can set the ceiling for market prices at the support level as we experienced 
in 1955. In any discussion of the so-called dairy surplus, we must bear in 
mind that a small percentage of overproduction results in a drastic drop in 
prices paid to dairy farmers. A small percentage of underproduction, im- 
mediately results in sharp price increases in the retail market. No one is bene- 
fited by such fluctuations. The effect of a small percentage of underproduction 
or overproduction becomes even more difficult to appraise and correct when it 
is recognized that demand for product requires the dairy industry to maintain 
a small surplus supply at all times to meet those demands that cannot be 
anticipated. 

This service, coupled with the fact that cash income from dairying has been 
declining and out-of-pocket costs of production have been rising, creates a real 
problem for dairy farmers. 

In conclusion, permit me to summarize our arguments in support of S. 2917: 

1. Dairy farmers are and have been in a severe cost-price squeeze for several 
years. 

2. Lower milk prices for dairy farmers have not brought about a reduction in 
the annual production of milk nor have they brought about a reduction in the 
retail price of milk. 

3. The average market price level for $3.22 per hundredweight for manu- 
facturing milk in 1959-60 did not stimulate increased milk production. The 
market sustained this $3.22 price level. While the average price of $3.22 per 
hundredweight for manufacturing milk is not adequate to materially relieve 
the pressure on dairy farmers, it is better than a return to the price support level 
of $3.06 per hundredweight. Since the market price of manufacturing milk held 
at the $3.22 level by action of the market forces at work, we are urging the 
committee to act favorably on S. 2917 which would recognize the market price 
of $3.22 per hundredweight for manufacturing milk as the minimum level for 
purposes of price support. 

Thank you. 
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CHART NO. 3 NATIONAL MILK PRODUCERS FEDERATION, MAY, 1960 


Index of Marketings of Milk and Cream Off Farms” and Per Capita 
Consumption of Dairy Products --Milk Equivalent? 
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1/ SOURCE: MILK, Farm Production, Disposition and Income, 1958-1959, 
AMS-USDA, April 1960 
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Mr. Norron. We have tried to show one of the points that you were 
making there. It is just absolutely not so that a reduction in price 
will reduce production. 

Now, this isn’t a fact. And if 7 years won't prove it to us, I don’t 
know how it will. 

You can see from the charts that in 1952 we produced about 97 bil- 
lion pounds of milk, and in 1959 about 112 billion pounds of milk, 
with income to dairy farmers $100 million over the 1952 level. Now, 
it didn’t stop them, as you stated; it made them get out and hustle to 
pay their taxes and living. 

‘\lso the charts will show—and I personally believe it is an : absolute 
fadachonn Sines = menue ns Eten reer eet net eee 
tothe consumer. If that was so, I don’t think there would be a farmer 
in the country objecting to the reduction in price supports. What 
they object to most of all is that the consumer gets no benefit from 
their reduction. 

Senator Proxmire. The point they are making is that this bill will 
prevent a reduction in price to the farmer? 

Mr. Norton. That is correct. 

Senator Proxmire. In doing so, it will not affect the consumer on 
the basis of all the experience we have had—that is, if the farmer 
suffered this reduction, if he went down to $3.06 per hundredweight 
and then back, the consumer could not expect an equivalent drop in the 
price he pays on the basis of all the information ? 

Mr. Norton. That is the point I am making exactly. 

Further, this bill should not cost the consumer one single penny, as 
was pointed out in previous testimony here, the price that the h: indler 
or consumer is paying now is a little above the price mentioned in 
this bill, $3.22. 

I think the Department testified that the price, the commercial buy- 
ing price of milk right now is around $3.29. So obviously the con- 
sumer should pay no more, if the handler is paying $3.29 for milk 
and you set a support level at $3.22, how could it cost the consumer 
anything ? 

Senator Proxmire. How about the argument they make that this 
averages out, in other words, that it was down in << to $3.17, 
according to Congressman Johnson’s testimony, and maybe it will slip 
down in May ,and then come back up in the fall. 

Mr. Norton. That is the purpose of a price support program, to 
level off these humps and bumps for a farmer. 

Senator Proxmire. I can see that. But in terms of the consumer, 
if the price is going to be $3.22 in May, instead of $3.10 or $3.06 in 
May, where does the money come from ? 

Mr. Norron. Would you repeat that ? 

Senator Proxmirr. If the farmer is going to receive $3.22 in May, if 
this kind of bill passes, as compared to $3.06, so the farm income is 
going to be higher than it would be without this bill, and if the con- 
sumer does not pay more, who does? Where does this additional 14 
cents per hundredweight come from? 

Mr. Norton. The consumer will pay it; he will pay it anyway. If 
this bill is not passed, I will make you a small wager here that the 
consumer will not pay less come October or come June, or July. 

Senator Proxmire. The handler may pay a little more? 
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Mr. Norton. He is not going to pay any more. He is going to keep 
his price exactly the same, and the level that is being paid will drop 
down to $3.06, but the price to the consumer will continue right along. 

Senator Proxmire. The point is that under this bill the dairy 
farmer’s income would be very moderately increased or improved / 

Mr. Norron. Right. 

Senator Proxmme. Where would this come from ? 

Mr. Norron. If it did drop to $3.06 and the bill was passed and it 
remained at $3.22, the CCC would have to pay for it, for any stocks 
that they bought. 

Now, calculated on last year’s purchases—and I think that is a fair 
assumption, because the Department indicates that milk production 
is up only 1 percent this year, and based on average population in- 
creases, in order to keep up with that you have to go up 2 percent 
a year in milk production, because about 2 billion pounds of milk is 
consumed by just the average population increase, so we are holding 
our own. 

And therefore, I think it is safe to assume that we will buy no more 
this year, the Government will buy no more this year than they bought 
last year. If that is so, and this bill was enacted into law, they would 
pay $2.9 million for butter, they would pay $900,000 pep ‘theese, and 

$3,800,000 for powder, or a tot: al overall of the milk that would pre- 
sumably be diverted into Government storage of $7,294,000. 

Senator Proxmire. That makes my estimate of $15 million especially 
conservative. 

Mr. Norton. That is why we tried to calculate the exact figure based 
on last year’s purchases. 

Senator Proxmire. I am glad you did. 

Mr. Norton. I would like to point out another thing you men- 
tioned concerning import controls. 

This does not make sense to me, that the Government, the Depart- 
ment of Agriculture, who made the request to the Tariff Commission 
to increase the imports of Edam and Gouda cheese, would decide 
that our own domestic farmers could not stand in the agricultural 
economy an increase of $7 million, but we could take in $3 million worth 
of foreign cheese. 

Now, there is no question that the diversion of n.ilk into cheddar 
cheese which will be bought by the Government will take place the 
minute this cheese hits the market. We have seen it happen time and 
time again, we have seen it happen with other cheeses. where the Tariff 
Commission has allowed them in. 

The notable example is our example of Exoline that hit the eastern 
shore here. Of course you folks in the Midwest thought that the 
Federal orders were terrible, that this was all backing up, when actu- 
ally there was a 9 million pound slug of butter that hit the eastern 
shore right in the ice cream season from New Zealand. 

It was named something different than butter, you see, and it — 
us 9 months to get it stopped. That is why we have advocated for : 
long time that we just think the Tariff Commission is too slow and “te 
cumbersome, and this obligation of limiting imports should be turned 
over to the Department of Agriculture, where we can discuss it with- 
out going through all the formal hearings and rigmarole that we 





36 DAIRY PRICE SUPPORTS FOR 1960 


have to go through in the Tariff Commission. ‘The horse is already 
out of the pasture by the time we get these imports stopped. 

Senator Proxmire. I think you are dead right on the representation 
of the Department of Agriculture—it seems to me they had to concede, 
they could not do anything else. If you are going to import. this 
cheese—well, they did argue that there were some people that would 
only eat cheese that was made in Italy, Italian type or Gouda or 
Edam—that has to be made in Holland—— 

Mr. Norton. We make that here. 

Senator Proxmire. We make it in Green County, and it is very good. 

Mr. Norron. I have tasted it in Holland, and I don’t know the dif- 
ference, and I think maybe I like ours better. 

Senator Proxmire. It is a little more sanitary. 

Mr. Norton. That is right. 

May I say this in defense of the gentlemen from the Department 
of Agriculture. It is longer than 2 years or 5 years that I have been 
there. so I don’t think I am revealing any secrets, at least I am legal 
ifI do. And I have fought this battle of imports from the very same 
position that these gentlemen were in, and I felt imports would 
hinder our price support program when I was there. 

But these three men at this table are not the fellows that ought 
to be up here at this stand on this problem, but the Foreign Agricul- 
one Service and the State Department ought to be talking about this. 

I don’t know just how much of this dairy, business they want to give 
away, but if you let them loose, they will give away all of it. 

Senator Proxmire. If they are going to do it, they should certainly 
not oppose a modest bill of this type. 

Mr. Norton. Not at all. It just doesn’t make any sense at all. I 
guess those are all the points. 

Senator Proxmire. Mr. Healy or Mr. Post ? 

Mr. Hearty. No. 

Mr. Post. No, sir. 

Senator Proxmrre. That is very fine. And I very much appreciate 
your statement. Your support of this bill means a lot. 

Mr. Norton. We appreciate your support, Senator. 

Senator Proxmire. That concludes the testimony for today, the list 
of witnesses having been heard. 

The committee will reconvene at 10 o’clock tomorrow morning, when 
we will hear from Mr. Rohde, Mr. Eckles, and Mr. Reed. 

(Whereupon, at 11:35 a.m., the committee recessed, to reconvene at 
10 a.m., Friday, May 20, 1960.) 
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FRIDAY, MAY 20, 1960 


U.S. SENATE, 
SUBCOMMITTEE ON AGRICULTURAL PRODUCTION, 
MARKETING, AND STABILIZATION OF PRICES OF THE 
(COMMITTEE ON AGRICULTURE AND FOorEsTRY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., room 324, Old 
Senate Office Building, Washington, D.C., Senator William Prox- 
mire, presiding. 

Present: Senator Proxmire. 

Senator Proxmire. The committee will come to order. 

Our first witness this morning is Gilbert Rohde, president of the 
Wisconsin Farmers Union, Chippewa Falls, Wis., representing the 
National Farmers Union. 


STATEMENT OF GILBERT C. ROHDE, PRESIDENT, WISCONSIN 
FARMERS UNION, CHIPPEWA FALLS, WIS., REPRESENTING THE 
NATIONAL FARMERS UNION 


Senator Proxmire. We are very happy to have you here. You have 
a wonderful reputation in Wisconsin, as does your fine organization, 
which has certainly been a real champion of all farmers, dairy farm- 
ers as well as the other farmers. 

You are representing the National Farmers Union as well as the 
Wisconsin Farmers Union? 

Mr. Ronpe. Yes. 

Senator Proxmire. You may go ahead. 

Mr. Ronupe. Senate bill 2917, to establish a higher price support 
level for milk, butterfat, and their byproducts demands considerable 
attention by those of us in Wisconsin who live in that area which is 
by far the Nation’s leading State in milk production. Our interest in 
the proposed amendment stems directly from the economic position 
that our farmers in Wisconsin find themselves in presently. 

Ever since 1952, dairy farmers have been subject to an economic 
condition which saw the price of their milk and its products generally 
decline while the production costs continually increased. 

President Patton of National Farmers Union asked me to express 
his regrets at being unable to be here today and requests that I repre- 
sent him in speaking for National Farmers Union as well as our 
Wisconsin organization. 

On several occasions we have spoken publicly recognizing the fact 
that the farmer’s responsibility for improving his economic condition 
should rest to a greater extent with his own development of a better 
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distribution and control of supply. But I am sure all of us recognize 
that it is extremely difficult for farmers to accomplish these objectives 
without the benefit of guidance of an organization that deals specifi- 
cally with their problem or without an opportunity to develop these 
programs with Government assistance. 

It has been our privilege in the past year to appear in behalf of our 
organization recommending what are recognized as new approaches to 
the farm problem, but thus far it appears that not a sufficient amount 
of support has been enlisted in the Congress for such recommendations 
to take effect within a reasonable time. It is for this reason that we 
return our attention to the existing price support legislation and are 
supporting Senate bill 2917, 

Senator Proxmire. May I interrupt at this point, Mr. Rohde, to say 
that I think there is sufficient support in the Congress, but the fact that 
we have this overhanging specter of a veto makes it exceedingly ditli- 
cult to pass legislation under these circumstances. The fact is that 
the Democratic Party has an overwhelming majority in both the 
Senate and the House. I feel strongly that there is a sentiment for 
new farm legislation and a new farm bill, but our point of view con- 
tradicts that of the Secretary of Agriculture so clearly, and we have 
so much experience in having farm bills vetoed, that we do not feel we 
have the strength to pass legis: ation over the veto. And I think that 
is the heart and soul of the problem. 

Go right ahead. 

Mr. Roupr. There are constant reassurances from the Secretary of 
Agriculture that the outlook for dairy farming is improving. Yet 
the evidence provided by farm economists and farmers themselves 
points the other way. 

Less than a month ago, the Secretary repeated his prediction that 
the Nation’s dairy farmers would have the best. year in history. How- 
ever, his own USDA reports forecast lower milk prices in 1960. We 
think the Secretary conveniently looks at the gross income figures be- 
fore the dairy farmer’s high production costs are deducted. 

There are other factors that tend to confuse the problem from time 
totime. Recently the manufactured price of milk gradually increased 
in Wisconsin to a point where farmers were receiving a little above 
the $3.20 per hundredweight and we understand the explanation for 
this was that the supply and demand relationship concerning cheese 
and other products was in near balance. However, as soon as many of 
the milk plants who had previously been producing dried milk and 
selling their product to the Government through the purchase pro- 
gram, diverted their efforts through their ability to become flexible in 
situations such as this, they immediately started producing cheese, 
resulting in an oversupply on the market. and we saw the price of 
milk drop to its original pegged price of $3.06. 

It is not uncommon at all to find many of our processing plants in 
Wisconsin specifically designed to great flexibility, which in turn has 
permitted them to take advantage of producing that product which 
commands the highest price at any given time. But these practices 
have likewise resulted in keeping the general price structure for all 
commodities at a price no higher than what was dictated by the price 
support legislation. 

A further aggravation to the Wisconsin problem arises out of the 
fact that our pricing structure is based upon 3.5 milk while the sup- 
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port price is based upon a national average of 3.86 milk. Thus, it 
should come as no surprise to the members of this committee when 
I tell you that the average price received for manufactured milk on 
my farm last year averaged $2.97 per hundredweight. 

Senator Proxmire. What is the price today th: at you get? 

Mr. Roupe. I understand that the cheese factories are paying off 
at about 3.8 or 3.9, as of the first 15 days of April. 

The cost-price squeeze is not confined entirely to what we consider 
the average family farm operations. 

Senator Proxmire. May I interrupt again. 

This is for what test grade milk ? 

Mr. Ronupe. About 3.5. 

Senator Proxmire. The problem that occurs to me is that yesterday 
Mr. Norton indicated that this was not so much a matter of increasing 
the present price as keeping the price from going down. And in his 
judgment this was a situation that confronted us at the present time— 
I think Lester Johnson used the figure of $3.17, and the average price 
of manufactured milk at the beginning of the y year according to the 
De ‘partment of Agriculture was around $3.22. 

Mr. Roune. Yes. 

Senator Proxmire. You used the figure of $3.08. That is actually 
the price that you are getting on your farm. So that is contradictory. 
The explanation of course is that the other figures are the national 
average. 

For the record, how would this bill, if passed, affect the price that 
you receive for your milk? 

Mr. Rouvr. We have generally found that the price that we re- 
ceived for our milk which goes to the cheese plants is determined 
directly by the price support legislation on the books. If this law 
were passed, I think the support price level would determine the 
price of milk, the 3.20 figure or the 5.25—it depends entirely on the 
butterfat content; 3.5 milk is the milk which is best adapted to 
the sectbuchian of cheese, and a 7-cent differential takes effect from 
3.5 up or down. 

For example, if I had milk testing through 4, I would get about 
7 cents less than the established price at the factory. 

Senator Proxmire. Go ahead. 

Mr. Ronpr. The cost-price squeeze is not confined entirely to what 
we consider to be average family farm operations. A Kansas farm 
wife recently wrote an outstanding feature article for the Saturday 
Evening Post, in which she pointed out that their 720-acre commer- 
cl se dairy farm had made little if any profit in good years and in bad 
years had lost as much as $4,058. “Not a single economist forecasts 
any eee in farm income rise,” reported this justifiably dis- 
gruntled farm wife. 

I think it would be proper to point out here that in this particular 

case these people were producing grade A milk for a fluid market and 
to a degree are protected through the pricing structure of a Federal 
milk marketing order. 

Many of our small farm operators are being forced out of dairying 
and are required to make the crucial decision and social readjustments 
that affect their family’s welfare and the community as well. 

Recently reporters from such publications as the U.S. News & 
World Report and Wall Street Journal have toured the Middle 
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West and specifically made a survey in the southern area of Wisconsin 
and have described the exodus of farmers from the rural areas to find 
employment in the city, The story is the same all over. Farmers 
report that the high investment required, coupled with the low prives 
received, is not worth the hard work and the risk and the sacrifices. 

These adjustments, stemming from the conditions we find in an 
industry requiring the greatest “amount of hourly labor, considerable 
investments in modern facilities, and subject to the complex distribu- 
tion problems that exist, certainly needs some immediate attention 
if the dairy economy is going to continue to support the rural 
environment which we have come to recognize as an Important neces- 
sity in keeping our country strong. 

We realize that the legislation under consideration cannot appreci- 
ably brighten this dark picture. Admittedly, a 16 cent per hundred- 
weight. boost in the price support for manufactured milk would still 
leave our price structure about 60 cents per hundredweight below the 
level of 10 years ago. But Wisconsin farmers who in the past few 
vears averaged between $3 and $3.12 per hundredweight for their 
milk would welcome any price increase in view of the forecast of 
low er pr ie eS ¢ ahes ul. 

A price increase, for example, of 10 cents per hundredweight for 
the past. year’s production could mean close to an additional $20 mil- 
lion for Wisconsin farmers. The 16 cents per hundredweight pro- 
posed increase would likewise offer additional hope to those farmers 
who are producing for a specific market under a milk marketing 
order, and who find a considerable amount of their production going 
into manufactured products for which they receive a blend price 
which is not now sutlicient to cover the costs that the technological 
advances of science have dictated. 

I also have with me a prepared statement of Mr. Edwin Christian- 
son, president of Minnesota Farmers Union. I request that President 
Christianson’s statement be inserted in the record at this point in 
my remarks. 

Senator Proxmire. Without objection that will be done. 

(Statement filed by Edwin Christianson, president, Minnesota 
Farmers Union follows:) 

Minnesota is one of the chief dairy States in the Nation and our farmers 
derive about 20 percent of their gross cash farm income from sale of dairy 
products. 

Minnesota Farmers Union is made up of some 40,000 farm families, most of 
whom are among the 90,000 farmers in the State who engage in dairy production. 

Our members and Minnesota dairymen as a whole therefore are vitally con- 
eerned with all matters and with all governmental policies which tend to influ- 
ence their prices or income. 

An honest look at the experience of the past 7 years must convince anyone that 
the policies of the national administration in Washington have struck a very 
serious blow at the dairy economy. 

The systematic policy of attempting to bring about an adjustment in the dairy 
industry through a sharp reduction in price support levels has not had any 
favorable results. On the contrary, total dairy production is high and may seta 
new record in 1960; per capita consumption of milk products is dropping, and 
dairy farm net income is at a low level. 

In order to make up for the lower unit prices prevailing, Minnesota farmers 
are placing 20 percent more milk on the market today than they did in 1952, and 
even so are barely holding their gross income to previous levels. 

With farm operating costs moving relentlessly to higher and higher levels each 
year, there has been an erosion of net income to a very serious degree. 
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Lower prices have failed to help the dairy farmer and we can see that such 
a policy will not achieve a solution no matter how long it is kept in force. 

For several years after dairy price supports were first reduced in 1954, we had 
been told that our difficulties were all due to the maladjustment between supply 
and demand and that everything would work itself out and dairy prosperity 
would return when supply and demand were in reasonable balance. 

According to USDA, a virtual balance of supply and demand prevailed in 1959 
and is expected to continue in 1960. 

Yet, there has been no upward movement of farmers’ prices for milk for manu- 
facturing purposes. Minnesota dairy producers received about $2.95 per hun- 
dredweight for manufacturing milk in April 1960. 

Frankly, USDA does not now claim there will be any price improvement. The 
USDA “Dairy Outlook” for 1960 published last November predicted that prices 
for manufacturing milk would be about the same in 1960 as in 1959. 

More recently, the April 15 USDA “Dairy Situation” reaffirmed that bleak out- 
look, indicating that no improvement need be expected. 

“Prices to farmers for milk and butterfat in 1960 will be approximately the 
same as in the past 2 years,” declared the Outlook and Situation Board in this 
report. 

It should be crystal clear now to everyone that a simple balance of supply and 
demand will neither guarantee a fair price to the producer, nor relieve the need 
for a dairy price stabilization program. 

The experience of 1959 and 1960 provide a lesson in economics for those who 
have advocated stabilization programs based upon the premise that a balance 
of supply and demand would automatically result in parity prices, or at least in 
near parity prices. 

There could be a balance of supply and demand at any one of many levels. 
Supply and demand may balance in some instances, as now, with extremely seri- 
ous economic consequences for the producer. The important thing is not to 
achieve a theoretical balance of supply and demand at any price level, but to 
achieve this balance at a price level which is fair to the producer. 

This is a fundamental thing to remember in the design of any dairy program. 
It is also a reason why it is impossible, from a practical standpoint, to design a 
dairy stabilization program which will obtain anything substantially better than 
75 percent of parity returns without the use of production or marketing allot- 
ments, deficiency payments, and/or compliance deposits. 

Your hearing at this time, of course, pertains to short-range revision of the 
eurrent dairy program. The bill under consideration is for a modest increase 
in the minimum support level under existing legislative authority. 

This bill, S. 2917, would raise the manufacturing milk support to $38.22 and 
the butter support to 59.6 cents. This would be a 16-cent increase on milk and a 
3-cent increase in the butter support. We support this bill as an emergency 
measure, but only as such. The increase in dairy supports would constitute a 
small but measurable improvement for dairymen. 

The support rate, even at $3.22 and 59.6 cents, would leave the producer still 
in a difficult position. 

However, as we have said above any really major improvement in prices and 
income will have to be sought through basie changes in the milk program and this 
will require new, improved, and considerably different legislation than we now 
have, 

In testimony recently before the House Agricultural Committee, Farmers 
Union proposed an increase in dairy support levels as a part of a five-point 
emergency farm income adjustment and supply adjustment program to tide 
farmers over until a new comprehensive farm program may be adopted and put 
into operation. 

This emergency program included proposals for: 

Dairy support increase to 82.5 percent of parity (slightly higher than pro- 
posed in S. 2917). 

Incentive payments to encourage marketing of lightweight hogs. 

A wheat program incorporating an increase in support levels and a reduction 
in acreage. 

A supply adjustment program with payments in cash or in kind for diversion 
of acreage out of soil-depleting crop production. 

An emergency credit program with interest rates at not more than 5 percent. 

One of the factors in the administrative reduction of dairy support labels 
and dairy farm income has been the deliberate cheapening of the parity equi- 
valent on manufacturing milk. 
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USDA has not only maintained the support level at or near to the permissible 
minimum (75 percent) under the law, but has also reduced the parity level 
as a method of achieving a still lower dollars and cents support level. 

Under the previous Secretary of Agriculture, the support level was maintained 
at 90 percent of the parity equivalent for manufacturing milk. At that time. 
the parity equivalent for manufacturing milk was equal to 88% percent of the 
parity value for all milk, wholesale. Step by step, over a period of years, USDA 
has reduced the parity equivalent for manufacturing milk until at the present 
time it is equal to only SO percent of the parity value for all milk. This reduc- 
tion of 8% percent in the parity equivalent for manufacturing milk was carried 
out at a very time when the production costs were increasing relative to those 
on fluid milk rather than decreasing. 

The spread between production costs on fluid milk and manufacuring milk is 
shrinking rather than expanding, so that if any administrative change had been 
made it should have been made in the direction of raising the parity equivalent 
price on manufacturing milk. 

If the parity equiv alent had been kept at the relationship of 8814 percent : 


the all-milk parity, a 75 percent of parity support level would now indicate 
dollars-and-cents eae of $3.34 per hundredweight compared with the aia 
level of $3.06. 

Any dairy bill ought to include a provision for a more realistic parity equiv- 
alent for manufacturing milk. The Humphrey-Johnson dairy stabilization 
program, S. 1821, H.R. 6750, proposes that the manufacturing milk parity be 
equal to not less than 90 percent of the all-milk parity. This is a sound proposal, 
more than justified by what has happened in production costs. 

Such an improvement in dairy legislation, however, need not wait for long- 
range dairy bill. A revision in the parity equivalent would be worthy of con- 
sideration as a provision in the bill before your committee today. 

In conclusion, we urge that the Senate committee approve S. 2917 and then 
turn attention to broader legislation which might be studied as a basis for 
early action in the next Congress aimed at having a new program ready for 
operation at the opening of the new marketing year on April 1. 

Mr. Ronpr. We earnestly solicit your support for Senate bill 2917 
because we feel it is a step in the right direction offering the dairy 
farmer concrete evidence that the corner has finally been turned and 
that he is on the road back from the depressed prices of the late 
1950’s, 

Senator Proxmire. Mr. Rohde, how would you answer the principal 
argument that was made yesterday by the Department of Agricul- 
ture spokesman, which was that the rel: ationship between supply and 
demand for milk did not permit them to increase the support price, 
if you did that it would have a double effect: First, you would dis- 
courage consumption and; second, you would encourage production, 
and this delicate close balance that we have would be put out of 
balance. 

Mr. Ronpe. In the first place, I don’t believe it would discourage 
consumption at all, because currently 

Senator Proxaire. Let me interr upt a minute to say that as I 
recall, Mr. Beall emphasized the effect on butter, and without any 
documentation he made that assertion. 

Mr. Ronpr. The cost of manufactured products, the cost of these 
products to the consumer is about at a point, I presume, which indi- 
cates that supply and demand are about in balance. I don’t believe 
that this piece of legislation would increase the cost to the consumer 
at all, because currently the relationship of demand and supply are 
such that the price structure has moved up in butter and cheese to 
a point where the farmer back home is getting, or was getting, about 
5.25, in some cases. 
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However, because of the increased supply of cheese which hit the 
market, those people who were handlers of the product were able to 
reduce the price to the farmers. And somehow, of course, the reduc- 
tion of the price to the farmers is never felt by the consumers in the 
same proportion. 

Senator Proxmire. First, you say this would not affect fluid milk? 

Mr. Rone. [ don’t believe it would. 

Senator Proxmire. And second, as far as butter and cheese is con- 
cerned, there has been a widening in profit margins because of the 
recent development on cheese, and this has not diminished the price to 
the consumer, but it has reduced the price paid the farmer ? 

Mr. Ronpe. Yes. sir. 

Senator Proxmire. And what this would tend to do would be to 
increase the price paid to the farmer and maintain the price to the 
consumer, 

Mr. Ronpe. I think it would. 

The second thing is, I don’t believe this would increase the produc- 
tion on the farms to any appreciable amount. 

First of all, this isn’t a significant enough increase to permit people 
to go into dairying to make money. 

To substantiate what I have to say, I should like to refer you to a 
point which was prepared by a university specialist who found that 
in 1958 the average price received for 3.5 milk was about $3.11 per 
hundred, and at these prices nearly one-half of Wisconsin dairy farm- 
ers did not receive enough income to cover all their nonlabor costs 

Senator Proxmire. More than one-half? 

Mr. Ronpe. More than one-half. 

Senator Proxmire. And that is a publication of the University of 
Wisconsin ? 

Mr. Roupe. Yes, sir—which was prepared by some of our very dis- 
tinguished people at the university. 

Senator Proxmire. Will you identify this publication for the record. 

Mr. Roupe. This is “Dairy Marketing Problems in Wisconsin,” 
which is a report to Gov. Gaylord Nelson by the Governor’s Dairy 
Marketing Committee of the University of Wisconsin. 

Tecan name the individuals responsible. 

Mr. Harold E. Calbert, Mr. Hugh L. Cook, Mr. Truman Graf, Mr. 
Harlow W. Halvorson, Mr. Willard F. Mueller, Mr. Marvin A. 
Schaars, who was chairman of the committee, and Mr. William C. 
Winder. 

Senator Proxmire. These include outstanding economists? 

Mr. Ronpe. Yes. 

Senator Proxmire. These are all very responsible people. And they 
say that one-half of the farmers in the State of Wisconsin have no 
net whatsoever ? 

Mr. Ronpe. Did not receive enough income to recover all their non- 
labor costs, including interest on investment, with no return whatso- 
ever for the operator. 

Senator Proxmire. This was the year 1958 ? 

Mr. Ronpr. Yes. And the average price received by dairy farmers 
for 3.5 testing milk at the farm average $3.11 per hundred. 

Senator Proxmire. We appreciate getting that. 

Thanks a lot, Mr. Rohde. We appreciate your testimony. 
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I wonder if you could provide a copy of that report for the com- 
mittee. We might look it over and see 1f we can put part in the record. 

Mr. Ronve. I would be very happy to present this one to you. 

Senator Proxmire. Thank you, 

The next witness is William C. Eckles, the general manager of Pure 
Milk Products of Fond du Lae, Wis. 

I have known Mr. Eckles for a long time. He has been a man who 
has understood the problems of dairy farmers as well as anyone I 
know, and he has certainly done a splendid job for them. 


STATEMENT OF WILLIAM C. ECKLES, GENERAL MANAGER, PURE 
MILK PRODUCTS COOPERATIVE, FOND DU LAC, WIS. 


Senator Proxmire. Bill, why don’t you proceed in your own way 4 

Mr. Ecxies. Thank you, Mr. Chairman. 

I want to express my appreciation for having this opportunity to 
present this material on behalf of the dairy farmers nationally and 
the State of Wisconsin particularly. 

I have a prepared statement here, and copies are available for the 
reporter and any other interested parties. 

1 would prefer to read it, in spite of the fact that I have it all 
prepared. 

Senator Proxmire. Go right ahead and read it. 

Mr. Ecxues. And if you like, you may comment as we go along. 

Pure Milk Products 3 is a bargaining and service association repre- 
senting 15,000 dairy farmers located throughout the State of Wiscon- 
sin and parts of Illinois and Michigan, About a third of our members 
are supplying grade A milk to numerous fluid markets. The remain- 
der are engaged i in the production of milk for various manufactured 
dairy products. This milk goes to plants making powder and butter- 
fat, pen and other types of manufactured produc ts throughout the 
are 

Pare Milk Products Cooperative urges adoption of S. 2917, intro- 
duced by Senator Proxmire in behalf of himself, Senator Wiley of 
Wisconsin, and 13 other Senators, to establish a minimum price sup- 
port level for milk and butterfat at not less than $3.22 per hundred- 
weight and 59.6 cents per pound, respectively. This level is approxi- 
mi ately the same as the average level of manufactured milk pay prices 
which has existed during the past 2 years. 

This move to bring the minimum price support level up to the level 
of the average price paid for the past 2 years is of vital importance to 
every producer of manufactured milk because of the ever-increasing 
production costs. 

Senator Proxmire. This is a point I would like to nail down, that 
this in your judgment is a bill that would maintain the present floor, it 
would not attempt to elevate income to a substantially higher level, I 

take it. It would keep it from falling primarily. 

Mr. Ecxkres. Our point is that this ‘would shore the thing up to 
the point where we have had experience of it being in the past year 
or so, and it would be very important to get that foundation moved 
up there while we have got it there. 

Senator Proxmrre. It seems to me that at a time when Congress is 
very seriously considering, and I think very properly considering, i in- 
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creasing the minimum wage to a dollar and a quarter an hour— 
the President has indicated that he would favor $1.15—for the dairy 
farmers to ask that their present low income be continued at the 
present level instead of being shoved down I think is a very modest 
request. 

Mr. Ecxuies. I think so. And I think Congress should enact legisla- 
tion to keep it at that point rather than deteriorate to the point that 
the Department of Agriculure thinks that it might be permissive 
to go to, down to the 3.06 level. I would like to see it shored up so 
that the farmers know that it will stay up in that neighborhood for 
manufactured milk for the remainder of this crop year at least, hoping 
that we can accomplish something further before another crop year 
rolls around. 

Senator Proxmire. Go right ahead. 

Mr. Ecxues. We believe it is logical to maintain the price of this 
product, which is so vital to the health of our Nation, at a level of at 
least the price paid in the past 2 years. This step is important, not 
only from the standpoint of the welfare of the dairy farmer himself, 
but also to the existence of the many cities and villages in which the 
economy is tied directly to their position as a trading center for 
farmers. 

We think this level of prices is absolutely necessary in order that 
all segments of our national economy related to dairy production may 
be kept in a reasonably sound and healthy financial condition. Unless 
dairy farmers have the income, related farm supply businesses will 
suffer further. 

I would like to depart from the prepared statement here to say that, 
traveling through Wisconsin and visiting with folks who are in the 
farm machinery, business, and so forth, that the problems that farmers 
are experiencing are definitely reflecting themselves in reduced busi- 
ness activity for people who are selling tractors, milking machines, 
and farm supplies i in general. We have got increasing costs occurring 
on these farms in other lines than just the normal production items, 
to the point where farmers just don’t have the money to buy tractors 
and replacement equipment in the volume that they ‘need. They are 
operating on capital that has been acquired in the past, and they are 
having trouble replacing their equipment. 

Senator Proxameer. Is this not particularly true, in view of the fact 
that the cost of this equipment they want to purchase has increased, 
not through any fault of the small town dealers, but because the manu- 
facturing costs have just inevitably gone up, labor costs have in- 

‘eased, steel costs have increased, and all the ingredients that go into 
whan the farmer buys have gone up, and under these circumstances the 
farmer not only finds that his low income makes it difficult for him to 
buy, but the low income has a lower value per dollar than it used to? 

Mr. Eckues. Purchasing ability, that is right. 

The cost of these items have just moved up as a result of increased 
wages and the cost of materials that maybe aren’t a result at all of the 
local retailer, but they are there when the farmer tries to buy them. 

Senator Proxmire. Do you have any figures on how many gallons 

r hundredweights—I don’t know what unit would be most appro- 
priekenial milk it would take to buy a tractor as compared with, say, 
S years ago. 
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Mr. Ecxurs. I don’t know offhand, but I would say just offhand, 
very quickly, that it is 20 or 25 percent more as & minimum, 

Senator Proxmire. I ata like to see it compared with the figure 
in 1949 and 1950, because I think the Department of Agriculture made 
an interesting point yesterday, that the present price of manufactur- 
ing milk is not far from what it was 12 years ago; not 8 years ago, but 
12 years ago. 

And they might argue, or it might be argued, at least, that the 
Korean war tended to distort the price temporarily in 1951-52, and 
now it is back to normal. I think we can approach this in a number 
of ways. 

One way is to show how this price that the farmer is getting will 
not do because it will not buy the things he has got to have. 

Mr. Ecxues. I have figures a little later on here comparing it with 
a 1947-49 base, which is sort of that period between the Korean war 
and the close of World War II, which gives some reflections on ma- 
chinery costs and items, and so forth. 

Senator Proxmire. You may proceed. 

Mr. Ecxres. Recent Government reports show that our national 
income in 1959 had increased 86 percent from the 1947-49 average 
and our national population has grown by some 20 percent. Per 

capita disposable income has increased by about 50 percent. This 
greater income has been reflected in a general increase in consumer 
prices as indicated by the Bureau of Labor Statistics Consumer Price 
Index which has been about 26 percent above the 1947-49 average in 
recent months. 

At the same time, dairy prices have lagged far behind. The na- 
tional average retail price of dairy products has increased only 16 per- 
cent, and prices of butter and cheese have actually decreased. 

Now, this is from the 1947-49 level that we have reference to. 

Senator Proxmire. That is a very interesting figure, one that is 
almost never discussed. The price of butter and cheese has decreased 
since 1947-49. 

Mr. Ecxtes. That is right, at the consumer level. 

Senator Proxmire. And then if you include fluid milk, the con- 
sumer is paying only 16 percent more for milk, which is only a little 
more than half the increase in all the other prices; is that right? 

Mr. Ecxties. Yes, the Consumer Price Index, yes. 

So milk and dairy products are definitely bargains as far as con- 
sumers are concerned. 

Senator Proxmrire. This definitely relates to this bill, because the 
only conceivable advantage that the consumer would get out of this is 
butter and cheese, and we know that the consumer is paying less 
for butter and cheese than in 1949. 

Mr. Ecxtes. I think that is a very significant point myself. I can’t 
think of consumers refusing to pur chase particularly of dairy products 
because you might have a couple of cents a pound increase in the cost 
if it is passed on to them, if there was some increase passed to them. 
I don’t believe there would be that much change in consumer buying 
habits with a couple of cents a pound change in costs themselves. 
Good economists will argue with you on that. 

Senator Proxmme. That is an important point to make. 

Go ahead. 
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Mr. Ecktes. We would like to say this again and emphasize it, that 
the average cost of living is cheap in terms of consumer buying now, 
but dairy products are especially reasonable and cheap and have re- 
mained so at the expense of low prices to the farmers. 

The dairy farmers have taken a cut of 7 percent in the average price 
for all milk sold at wholesale, and 14 percent in the price received for 
manufactured milk from the 1947-49 average. 

Of course, it is even much greater than that if you go back to the 
high point of 1952. 

This is using the 1947-49 period to try to get a base in there at a 
time when you had less influence by outside forces than the World 
War II period or when the Korean conflict was involved. 

Senator Proxmire. To be complete about this thing, there are three 
factors involved: One is that the price for milk sold has dropped. 
Another is that the value of the dollars which the farmer has received 
have gone down, have gone down much more sharply. And a third is 
that the farmer is producing more milk per farm. And I think to get 
a complete picture we have to put these three things together, and I 
think when we do there still is a very strong case. 

But I do think that these are the three factors that relate to it: 
The fact that there is a bigger volume, that the dairy farmer is more 
eflicient, producing more. 

Mr. Ecxtes. That is correct. 

Senator Proxmire. And his price has gone down, and the value of 
what he has been receiving 

Mr. Ecxues. I don’t think there is any question but what these dairy 
farmers have had to produce more to even maintain or try to maintain 
their families and meet their expenses, maintain their herds, and 
equipment. 

Senator Proxmire. This is a stretchout. Like the old sweatshop 
plece-rate cut. One of the reasons you have this overproduction is be- 
cause prices have dropped and forced more production. 

Mr. Ecxugs. I think so very definitely. 

Senator Proxmire. Have you not seen that on specific farms? 

Mr. Ecxtes. Yes; we have seen it in the meetings that we have 
conducted all over the State, and we have asked our members the 
question and asked them to answer it in writing for us, and they are 
strong in saying that they have had to increase production in order 
to meet expenses, whereas if they had had better price levels and 
better returns, they probably would not have stretched the production 
as much. 

Now, that conflicts with some theories the Congressmen will throw 
at you, but there is no question in my mind but what farmers have had 
to increase this production to meet some ae em that they would 
not have increased if they had had better price levels. 

Meanwhile, farm costs have continued upward and the net income 
of dairy farmers has continued to suffer. Recent reports of the U.S. 
Department of Agriculture show that production items used by 
farmers have increased 13 percent and family living items of farmers 
are 19 percent above the 1947-49 average. The increase in cost of 
production items would have been greater except for the fact that 
prices have decreased on items which farmers purchase from other 
farms, like their feed, and so forth. 
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For example, the price of feed is down 14 percent and the cost of 
seed has decreased 13 percent, but the living items are up 20 percent, 
that is the overalls and the supplies generally that the farmers buy 
in their family living. 

On the other hand, the cost of most items not produced on farms 
were up sharply. Motor supplies cost 24 percent more, motor vehicles 
are up 47 percent. 

Senator Proxmire. This is as of what date ? 

Mr. Eckues. Since the first of the year. 

Senator Proxmire. The Wall Street Journal had a chart 3 days ago 
indicating the increase in motor supplies just in the last 2 years, 
and it was just shocking how much it was. 

Mr. Ecxues. These farm cost figures were taken from agriculture 
prices for April 1960 put together by our economists, 

Senator Proxmire. Motor vehicles were up 47 percent. 

Mr. Ecxxirs. That is right. And farm machinery prices have in- 
creased 58 percent. 

Senator Proxmire. And not only is the farmer confronted with a 
lower income, but to buy machinery he has to a 58 percent more; 
more than half as much again as he paid in 1947. And he has a 
lower income. 

Mr. Ecktes. That is right. 

Farm wage rates were up 50 percent in that period, if he has to hire 
help. And farm real estate taxes have increased 94 percent. 

Senator Proxmme. This is a very important point in those two 
States, Wisconsin and Minnesota, because we have a greater burden 
of property taxes than most States have. We rely on property more 
heavily. And I think it might show that it is even more burdensome 
in Wisconsin. 

Mr. Ecktes. The interest cost per acre on farm real estate debt 
has gone up to 164 percent; that shows what has happened to the cost 
of money that farmers need to operate their enterprise. 

Senator Proxmire. This is one of the most shocking aspects of what 
has happened in the 8 years. 

Fight years ago farmers had income of about $15 billion, and all of 
the money lenders in the country, the interest recipients, had income of 
about $12 billion. In other words, farmers had about 25 percent more 
in income. Today farm income is down to $10 billion, interest income 
is up to more than $24 t billion. So you have a situation in which the 
moneylenders have an income of 140 percent more than all the pro- 
ducers of food and fiber in the country. 

And there is no question in my mind that if any two policies are the 
product of Government action, any two economic consequences, any 
two aspects of income are the consequence of Government action, it is 
farm income and interest income. 

Interest income is exactly what the Federal Reserve Board decides 
it will be, and farm income has been very sensitive, of course, to Gov- 
ernment action for many years. And this, it seems to me, is the clear- 
est consequence of Government action. 

Now, we have the interest enormously increasing, and as you point 
out here, the interest cost to the farmer has gone up especially. And 
as I understand it, the farmer, as a group, is more of a debtor than in 
almost any other economic classification that you can find. 
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Mr. Ecxies. It is necessary for him to do a lot of borrowing to 
finance his seedings and purchase the fertilizer or purchase livestock ; 
they are big credit users—— 

Senator Proxmime. He purchases land and equipment, and every 
time he buys a tractor he has to pay for it on time, and pays 10 per- 
ment or more interest or finance charges. 

Mr. Ecxirs. They are big users of credit ; I] don’t have the figures on 
it, but I know they are one of the big ones as far as business are 
concerned, and they annually need and seek in the money market the 
money to carry on the production enterprises. And for the Gov- 
ernment to sanction and permit increased rates of interest on some of 
these things and to ignore the farm-price situation as thoroughly as 
they have done is very discouraging to agriculture, very discouraging. 

Dairy farmers can no longer afford to subsidize the low living cost 
of the nonfarm segment of our population by unrealistically low milk 
prices and correspondingly low levels of farm income. 

I don’t think there is any question but what our farm program— 
i I am acquainted with it as it relates to the dairy business par- 
ticularly—has been subsidization of low food costs to the consumer. 

Senator Proxmire. The benefits to the consumer have been dimin- 
ished because the portion of the consumer’s dollar which goes to the 
farmer has been reduced; isn’t that correct ? 

Mr. Ecktes. The amount which goes to the farmer has been re- 
duced: that is correct. It has gone down to 38 percent from 50 in 
a few years. 

Senator Proxmire. But [ recall that month after month the Bureau 
of Labor Statistics shows that the cost of living has only gone up a 
tenth of 1 percent, or maybe even has dropped occasionally, and why ? 

In month after month it is because the price of food has gone down. 
That was entirely true last year, if there had not been a diminution in 
the price of food the cost of living would have gone up, but food is 
a big item, and the cost of living did not go up. 

So what you say here is 100 percent true and is very pertinent to 
this bill, because this bill would increase the cost to the consumer only 
slightly in terms of food dollar, in terms of national income, very 
slightly. And Mr. Rhode would even contest this, but in my judgment 
it might somewhat increase the cost of cheese and butter. 

Mr. Ecxwes. It might cost the distribution industry, unless they 
passed it on—and their margins have widened in the last few years— 
there would be a slight increase to the consumer, but the Vv have the 
purchasing power to buy it, and in my mind would not reduce con- 
sumption to amount to anything. 

In order to keep pace with the growing needs of our growing popu- 
lation, and to meet their ever-increasing expenses, dairy farmers of 
the Nation have increased their total marketings of milk and cream by 

16 percent since 1947-49, but the greater output has increased gross re- 
turns from farm marketings of dairy products by less than 6 percent. 
Such a change has not been sufficient to maintain the living standard 
of farmers. Instead, it has seen farmers slip even further behind the 
economic level of the nonfarm population. 

Senator Proxmire. Right here you are dealing with the other factor. 

Mr. Ecxtes. That is right. 
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It has seen the average net per capita dollar income of the farm 
population from all sources increase by only 22.5 percent from the 
1947-49 average to 1958, and let me say here in connection with that, 
that that includes all sources of farm income, that is Government pay- 
ments, that is work off the farm to compensate for some of the losses 
in income produced 

Senator Proxmire. Value of food consumed on the farm ? 

Mr. Ecxtrs. I don’t know whether that is included or not. 

Senator Proxmire. That is generally included in all the statistics. 

Mr. Ecxxes. I don’t know. But it is all sources of income to these 
farmers. And a lot of them are working off the farm in Wisconsin. 
And apparently 40 percent of the farm people have some off-the-farm 
income to supplement their income from farm operations. 

Senator Proxmire. It is my understanding that about a third of 
the income for all the country for the farmers is nonfarming. 

Mr. Ecxues. I believe that is correct. It sticks in my mind as being 
the correct figure. 

The per capita net income which the nonfarm population received 
from all sources has increased by 40 percent. It has seen the aver age 
weekly wage in manufacturing industries of the Nation increase 7 
percent from 1958 to 1959, while the average net income per farm in 
Wisconsin declined 15 percent, in the same period. 

Now, that is getting awfully close to home with our folks, and in 
my opinion there would be a very strong argument for enactment of 
this legislation. 

We believe the situation is serious for all dairy farmers and espe- 
cially for those selling manufacturing milk. The increase in the sup- 
port proposed in S. 2917 amounts to an increase of about 5 percent. 
It is small and will only help solve a part of the financial problem of 
the dairy farmer. However, we believe it important that this step 
be taken to increase the price support level to the average price re- 
ceived by farmers for manufacturing milk during the Pt ist 2 years. 

We urge adoption of the legislation embodied 1 in S. 2917 promptly. 
It can serve as a deterrent to the increasing price squeeze on dairy 
farmers until further and more effective action can be taken by the 
Congress to improve the agricultural and dairy farm situation. 

I want to thank you for the opportunity of presenting this, and I 
want to thank those folks who had the courage to introduce the bill 
for doing what they do and what they can to try to shore up this 
dairy farm price situation so that it cannot get worse than it has been 
for the last year or so. 

I think there is definite indications that it might worsen in the next 
6 months unless something is done because of the action taken by in- 
creasing these import quotas in the last few weeks. 

And, Mr. Chairman, the dairy farmers in our area of the country 
respect the feeling you have on that matter very definitely. We 
know that you disagreed with it all along, but they went ahead and 
increased the import quotas on Edam and Guida cheeses and foreign 
type Italian cheeses. We don’t think anything in the world can hap- 

en but that will be an expansion of the foreign markets in the United 
tates. 

Senator Proxmrre. Does it not seem to you slightly contradictory 
for the same administration, the same department. to recommend and 
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support the increase in the quota, and at the same time to say that 
the supply and demand situation in this country is such that we can- 
not have this very modest increase? You either have that one way or 
the other. 

Mr. Eck tes. I can’t reconcile that type thinking myself. 

Senator Proxmire. Either we should not have increased the quota 
and permitted them to import more, or, if we did do that, we should 
say that certainly our farmers ought to get a little bit of benefit too. 

Mr. Ecxtes. I think so very definitely. And I am sure that the 
dairy farmers, in the manufacturing areas, at least, of the United 
States are very conscious of it, I cannot understand how you could 
find reasoning and justification for holding down at the lowest level 
practically permissive the support prices on manufactured milk and 
give the importers a chance to double the amount of materials they 
bring in that will depress prices down to the support level. 

And I think it is very important for that reason that this legisla- 
tion be passed so that we can keep the price up to the point where 
it has been in the last few years on manufactured milk. 

Senator Proxmie. Thank you very much. 

Mr. Ecxirs. Thank you. I am glad to be here. 

Senator Proxmire. In clarification of a point that was discussed 
between Mr. Eckles and myself, I want to put in the record from 
Agricultural Prices, a publication of the U.S. Department of Agri- 
culture, the following figures, which demonstrate how much of an 
increase, percentage Increase, in milk it now takes for a farmer to 
buy precisely the same tractor. 

For a 1930-39 belt horsepower wheel tractor, in 1947-49, the cost 
was $2,100. 

In March 1960, the cost was $3,070, an increase of approximately 
50 percent. And for milk of manufacturing grade percent, in 1947— 
49, the price was $3.85; in March 1960, $ 3.22: a drop in price of 16 
percent, and therefore, to buy a tractor, oe increase has been from 
5414 hundredweights of milk, which was what it took in 1947-49, 
to 95 hundredweights today, an increase of about 80 percent, a 
tremendous increase, a far greater increase than the most efficient 
dairy farmer could expect in output so that he can’t come near to 
~— acing his tractor now without making a greater sacrifice than 
vefore. 


Is Mr. Otie M. Reed here? 


STATEMENT OF OTIE M. REED, EXECUTIVE DIRECTOR, NATIONAL 
CREAMERIES ASSOCIATION 


Senator Proxmire. Mr. Reed, you are the executive director of 
the National Creameries Association ? 

Mr. Reep. Yes. 

Senator Proxmire. We are very happy to have you here this 
morning. Do you want to proceed in your own way! 

Mr. Reep. Mr. Chairman, I have a very short statement here. 
And from what I have heard from the testimony and the state- 
ments that I have seen presented, you certainly have a plethora of 
data presented to you as to this entire situation. 

May I proceed to read parts of the statement ? 
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Senator Proxmire. Go right ahead. 

Mr. Reep. Mr. Chairman and members of the committee, my name 
is Otie M. Reed, and I am executive director of National Creameries 
Association, with offices located at 1107 19th Street, NW., Washing- 
ton, D.C. 

Our membership consists of several hundred dairy plants located 
in Wiseonsin, Minnesota, North Dakota, South Dakota, Kansas, 
lowa, Nebraska, and Oregon. Practically all of our members are 
locally owned and oper: ated cooperative associations of dairy pro- 
ducers engaged primarily in the manufacture of dairy products 
such as butter, cheese, and nonfat dry milk. About 30 of our plants, 
in addition to manufacturing facilities, also operate grade A receiving 
facilities and ship grade A milk to fluid milk m: arkets. 

We are appearing here today in support of 5. 2917, which would 
increase the price support level for manufacturing milk to $3.22 per 
hundredweight, and the price support level for butterfat to 59.6 cents 
per pound. 

The proposed prices compare with price supports announced by the 

Secret: wry of Agriculture for this marketing year beginning April l, 
1960, of $3.06 per hundredweight for manufacturing milk and 56.6 
cents per pound butterfat. 

In connection with legislation of this category, Senator Proxmire, 
I think you and others of this committee will recall that for several 
years we have urged the passage of legislation which would increase 
the support le vels to three and a quarter per hundredweight for manu- 
facturing milk with comparable increases in the price supports for 
butterfat. 

Several years ago, I think in 1958, such legislation was actually 
passed by the Congress, but it was vetoed. 

In the several appearances that we have made on the occasion of 
hearings on these other bills, we have pointed out our belief that the 
price support level should be increased for a variety of reasons. If 
we look through the figures at the end of this statement we see where 
I have tabulated the average prices received per hundredweight by 
producers at their manufacturing plants in the United States. 

Senator Proxmire. That is very ar. 

Mr. Reep. Now, the averages which I show there are unweighted 
averages, that is to say, we just added up the 12 months and divided 
them by 12. 

But you will note that most of the time duri ing this period the prices 
have averaged somewhat above support levels, “and currently, for the 
iret Cuontnast this year, they have averaged $3.24. 

As of April—these are USDA reports coming from Agricultural 
Prices which was mentioned in the previous testimony—the price was 
$3.17 per hundredweight. 

I believe that, barring some unusual season: ality in the prices of 
manufacturing milk and  butterfat this year, the prices still will aver- 
age somewhat “above the support level. 

If we go into the purchase situation, purchases of butter, cheese, 
and nonfat dry milk during the marketing years 1956-57, shown in 
table 2, last year we noticed the decrease in the purchase of butter 
under price supports of about 15 million pounds. There was a slight 
increase in the purchase of cheese from the very low point reached in 
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1958-59, but it is extraordinarily lower than the heavy purchases of 
cheese in 1957 and 1958. 

Nonfat dry milk—there are two columns shown there. One is pur- 
chase contracts, and the others are schedules of deliveries under such 
contracts, and I showed the latter column in order to take out some 
of the distortions that are involved in the data if we used only pur- 
chase contracts, the date that they were let, as consummating the 
actual purchase. 

For example, we find that frequently large purchase contracts are 
let toward the end of the marketing season, and of course the de- 
liveries will take place during the ensuing season. 

So in the case of the major “di Liry products, the manufactured dairy 
products, nonfat dry milk is of course in very heavy supply and sur- 
plus. I think we should expect to see that continue. 

Senator Proxmire. Do you have any dollar figures on the costs of 
this? 

Mr. Reep. No: I haven’t worked those out. 

Senator Proxmire. It would seem just offhand that it was lower 
than in 1959-60 than any of the preceding years, although we would 
have to compare them closely to be sure. 

Mr. Reep. I can work out if you wish an approximation of these 
purchase costs based on table 2. And if you want the data more com- 
pletely, I can get it from the Commodity Credit Corporation. 

Senator Proxmire. I would. These are very, very helpful charts, 
and I appreciate having them. 

Mr. Reep. Would you want me to try to secure from CCC the net 
cost of the program, that is, the purchases plus handling, less its reali- 
zations on sales ¢ 

Senator Proxmire. Yes. 

Of course, this has to be evaluated pretty carefully—— 

Mr. Reep. That is a little bit tough to get. 

Senator Proxmire. And it is tough to evaluate, because where we 
use it in Public Law 480, or we use it in some of our other foreign-aid 
programs, we charge the farmer, whereas actually in my judgment, 
this is part of our foreign-aid program. It is very justifiable and 
very helpful to other countries, and so forth. But it is primarily 
for their benefit, rather than our farmers; if we have that in mind 
when we are using that, we are safe. I would like to have that in- 
formation on the net cost of the program. 

Mr. Reep. I believe I can extract that from published CCC informa- 
tion as to their inventory and operational position which they put out 
each month. 

(The information referred to above is as follows:) 

WASHINGTON, D.C., May 25, 1960. 
Hon. WILLIAM PROXMIRE, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR PROXMIRE: This letter is for the purpose of attempting to give 
further information as requested at the hearing Friday, May 20, 1960, on S. 2917. 

I regret that complete data in respect to total costs and recoveries from dis- 
positions are not yet available to me for the 1959-60 marketing year ending 
March 31, 1960. 

However, on a purchase-cost basis, the cost of butter, cheese, and nonfat dry 
milk removed from the market under the price-support program in 1959-60 was 
somewhat above $200 million. I do not have the accounting for the costs of 
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handling, shipping, storage, and the like, which would add to these costs. Nor 
do I have yet available the amount of money which Commodity Credit Corpora- 
tion received from products disposed of in a number of outlets. 

In respect to the matter of farm efficiencies, my comments before the subcom- 
mittee on Friday, May 20, were made from personal observation over many 
years of experience in dairy production and marketing and not from any precise 
analysis of gains in productivity in dairy farms in the United States. 

While of course, with considerable research, it would be possible to show the 
increases in milk production per labor unit, for example, and other factors 
drawn from scattered research sources, we know that any number of series of 
general information furnishes us an understanding of the growing efficiency 
on U.S. dairy farms. 

We know, for example, that the efficiency of the producing animal has been 
greatly increased in recent years. A rather adequate general measure of this 
is the continuous increase that is taking place in milk production per cow. For 
example, in 1945, total milk production was 119.8 billion pounds from 25.0 million 
head of milk cows on farms. In 1959, total milk production was 124.4 billion 
pounds from 19.3 million head of milk cows on farms. Cow numbers thus were 
down about 27 percent from 1945 to 1959, whereas total milk production was up 
4 percent. 

Milk production per cow during this same period showed an increase of 34 
percent. These increases are due to better feeding practices, better handling 
practices, and in particular better breeding practices. We know that dairy farms 
are becoming larger due to expansion of farms through combination of smaller 
farms and the like. 

The advent of bulk tanks on farms has been a large stride forward, and the 
records show that when farms shift to bulk tank operations they genrally increase 
the size of the herds and no doubt the overall efficiency. 

There is no question whatosever that a much higher degree of mechanization 
on farms utilizes less manual labor per unit of output than ever before in history. 

The same situation holds true in regard to milk processing plants. Plants 
are becoming far fewer in number and much larger. Members of local coopera- 
tive dairy associations are going on all the time. New plants are being con- 
structed and smaller, inefficient plants are being closed. 

It seems fair to say that the dairy farmer and the processing industry are 
doing their very best to increase their efficiency and reduce costs of operation, and 
are making great progress in these endeavors. 

In spite of all this, returns to dairy farmers due to low market prices are so 
low tht dairy farmers are in considerable distress and, therefore, S. 2917 should 
be enacted. 

Sincerely yours, 
OTIE M. REED, 
Executive Director, National Creameries Association. 

Mr. Reep. Now, as far as production is concerned this year, there 
seem to be some indications that it may go up somewhat. The number 
of cows and heifers has apparently reached the low point. Consider- 
ably more young stock is being kept on the farm as compared to recent 
years, and there may be, therefore, some slight increase in the pro- 
duction. 

Of course, we all know that. the witnesses that have been previously 
questioned in this hearing have shown the cost-price squeeze that the 
producers are in. And rather than quote a bunch of figures of that 
nature which are already in the record, I would like to say that I made 
a number of visits in Wisconsin and Minnesota and attended meetings 
in the last 3 months in which the attendance of producers and coopera- 
tive managers and members of their board of directors and the like 
have been heavy. And there seems to be—I am sure there is—about 
as much unrest and disatisfaction with their financial position as I 
have witnessed in many years, not only on the part of farmers, but 
also on the part of the local cooperative associations who are having 
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great difficulty in making ends meet because of the extreme competition 
for supplies of milk between them. 

Senator Proxmrre. Is this, do you think, an accumulation of years? 

It seems to me the basis of the figures that you have in the first chart, 
table 1, that the prices are a little better than they have been. Do you 
adjust them seasonally ? 

The fact is that over the last 4 or 5 or 6 years there has been a 
continued—what I think is a depression, not a recession—a first- 
class depression for farmers which has been terribly painful. This 
relatively small increase that you have indicated here, particularly 
since last fall, beginning, say in August or so, and continuing stead- 
ily, has not been sufficient to alleviate this distress. 

“Mr. Rerp. I do think you have an accumulation of many things. 

Now, when the price support level was reduced some years back, 
and even of course before that time, the farmers approached the 
protection of their income position and their earnings position in 
two different ways. 

First, you try to get as much as you can out of the finished com- 
modity. 

Second, you try to so adjust your own production practices and the 
like as to operate more efficiently. 

Now, it has been my observation that in the major dairy areas 
there has been a very important movement on the part of farmers 
to improve their operating efficiencies. And I think they have done 
so to arather marked extent. 

We have witnessed the development of better handling practices, 
the amalgamation of herds—one farmer will go out of business and 
the herd will be taken in by another farmer, increasing the size of 
his operations. Partic ularly in those areas which are going into 
bulk tank, which is true in’ Wisconsin and Minnesota, the farmers 
who adopt that type of operation of handling milk generally in- 
crease the size of their herds and the like. 

The same thing is happening in our section in operation of dairy 
plants. Many of your plants in the State of Wisconsin are under- 
going a great deal of new construction activity, rearrangement of 
plant facilities, and the like, so as to operate more efficiently. 

The same thing has taken hold rather rapidly in northeastern 
Iowa, where many small plants are being combined into large, quite 
eflicient, first-class operating plants. 

But the point is, I think that the producers and the cooperative 
associations, and others, have extracted, if you will, just about as 
much from the moves toward greater efficiency as can reasonably 
be expected. And I think a large part of this unrest is that in spite 
of all their moves to increase the efficiency of their operations, they 
still are not making the amount of money that they consider any- 
where near appropriate. 

Senator Proxmire. You feel that on the basis of your experience 
and what you said about the trend on the farms, that dairying is still 
a family operation ? 

Mr. Reep. Yes. 

Senator Proxmire. And the most efficient operation is probably 
limited in size, so you are unlikely to have the kind of expansion that 
you have in many other crops? 
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Mr. Reep. No, I don’t think you will. I think these cow pools 
and that sort of thing run into factors in their operational costs 
which make them less efficient than a well-run family farm. 

The family farm is getting larger, there isn’t any question about it. 
One man is handling in many instances twice as many animals as he 
handled, say, 10 years ago. And back in the days when I worked on 
a dairy farm in Wisconsin, we had a plethora of manpower com- 
pared to what you have now. The volume of work units accom- 
plished, if you want to call it that, by the farmers, I think, has shown 
an extraordinary increase, 

The point I want to make is that the— 

Senator Proxmirs. Any figures that you have on that would be 
very useful. I know there are all kinds of general figures on farmers 
as a whole, how vastly they have increased their efficiency. I think 
this is a very important fact, because part of the American dream 
is that not only you have economic justice, but when a fellow does a 
better and more intelligent job and is more efficient, when he works 
harder and puts in more time and invests his money and takes a risk 
and does all of these things, he deserves a reward. 

I think we can show very clearly that the farmer works more, and 
puts in his own money and takes a terrific risk on the weather, and 
vast fluctuations on price, and in general we can show he is far more 
efficient, and he has increased his efficiency, I think, three times as 
fast, 81 percent in the last 12 years as compared to 27 percent in the 
economy as a whole. 

But if I could get anything specific and definite on the dairy 
farmer, I think it would be very helpful to this bill so that we can 
nail it down in this case. 

Mr. Reep. I would like to do that. T will see if I can get them and 
supply them to you for the record. And I did want to stress that 
point. I personally am getting rather tired of people who consider 
the price-support program- who seem to think that the farmer is just 
sitting there waiting for somebody to bail him out of his economic 
difficulties. 

Senator Proxmire. I agree with you thoroughly. 

Mr. Reep. I know that that is not true, that they have made great 
advances. 

And I also do not like the proposition that many of the plants are 
not making any moves to do a better job, both qualitywise and in 
terms of cost of operations, because many of them make extensive out- 
lavs for the increase of their efficiency in manufacturi ing operations. 

Some of the plants just a hundred miles, or 75 miles or so in Wis- 
consin out of Twin Cities, some of those already excellent plants have 
practically completely been rebuilt last year. Why? 

For one thing, to produce more efficiently at a better price, to get 
more money for a better product, and cut their cost of operation. 

I attended a meeting of managers of an organization in that are: 
some 10 days or so ago. And those gentlemen spend a great deal of 
time—and these were managers of cooperative associations—discus- 
sing, on the basis of engineering studies that they had made, and 
the like of that, how they could organize their work force to get more 
out of their labor and how they could cut their costs, and they have 
done some pretty remarkable things. Even though, going as far 
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as they have, they are not able to make any particular margin of 
return to return to producers at the end of the year. 

I will try to get this information for you, Senator. 

Senator Proxmire. That will be very, very helpful. 

Mr. Reep. And thank you. 

Senator Proxmire. 1 want to thank you, Mr. Reed. You certainly 
do an excellent job in presenting your case. You are very, very con- 
vincing and persuasive. And it will be helptul, I am sure, on the 
floor, and in the subcomittee and the committee when we work on this 
bill, which we intend to do as rapidly as we can pursuade our col- 
leagues to go to work on it. 

Thank you, very, very much. 

(Prepared statement of Mr. Reed follows:) 


Mr. Chairman and members of the committee, my name is Otie M. Reed, and 
I am eXecutive director of National Creameries Association, with offices located 
at 1107 19th Street NW., Washington, D.C. 

Our membership consists of several hundred dairy plants located in Wiscon- 
sin, Minnesota, North Dakota, South Dakota, Kansas, Iowa, Nebraska, and 
Oregon. Practically all of our members are locally owned and operated co- 
operative associations of dairy producers engaged primarily in the manufacture 
of dairy products such as butter, cheese, and nonfat dry milk. About 30 of our 
plants, in addition to manufacturing facilities, also operate grade A receiving 
facilities and ship grade A milk to fluid-milk markets. 

We are appearing here today in support of S. 2917, which would increase 
the price-support level for manufacturing milk to $3.22 per hundredweight, and 
the price-support level for butterfat to 59.6 cents per pound. The proposed 
prices compare with price supports announced by the Secretary of Agriculture 
for this marketing year beginning April 1, 1960, of $3.06 per hundredweight 
for manufacturing milk and 56.6 cents per pound butterfat. 

This committee will recall that I have appeared before you from time to time 
in the last few years recommending the passage of legislation increasing dairy 
price supports to $3.25 per hundredweight for manufacturing milk with com- 
parable increases in the price supports for butterfat. 

A couple of years ago such legislation passed the Congress, but was vetoed. 

Each year since dairy price supports were reduced to $3.06 per hundred- 
weight for manufacturing milk and 56.6 cents per pound butterfat, we have urged 
the Secretary of Agriculture to increase price supports to the levels noted 
above. However, we have never been successful. 

Table 1 attached hereto shows monthly and average prices for manufacturing 
milk from January 1958S to date. On the whole, prices have averaged above 
price-support levels. In 1959, with the support level at $3.06 per hundredweight 
for manufacturing milk, the unweighted average price for the year was $3.21. 
It is to be noted, however, that during the months of heaviest marketings from 
farms, April, May, June, and July, prices averaged right at support level. 

During the first 4 months of 1960, unweighted prices have averaged $3.24 per 
hundredweight with a high of $3.32 in January and a low of $3.17 in April. 

Purchases of butter, cheese, and nonfat dry milk during the marketing years 
1956-57 through 1959-60 are shown in table 2. During this last marketing year, 
butter weneinate were down about 15 million pounds from the preceding year 
and over 80 million pounds from the high level reached in 1957-58. 

Cheese purchases at 50.3 million pounds were up from the preceding year, but 
greatly below the very heavy purchases of 248.3 million pounds in 1957-58. 

Price-support purchases of nonfat dry milk, while apparently down from the 
preceding year, do not tell the whole story as shown. These figures are actually 
purchase contracts and exclude direct purchases from section 32 fund. Also, the 
figures are not precisely indicative of the volumes actually taken off the market 
during any marketing year. 

Thus, if actual deliveries out of marketing year supplies are included, includ- 
ing section 32 purchases, the total amount of nonfat dry milk removed from the 
market this last marketing year was 857 million pounds, somewhat above the 
previous marketing year but below the level of the 1957-58 marketing year. 

It is possible that production of milk on farms this year will be somewhat 
above last year, but probably very little. 
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The number of milk cows and heifers 2 years old and older kept for milk on 
farms reached its lowest point in many years in 1959 at 21.3 million head. 

Milk production in 1959 was down somewhat in total with production per 
capita of population, being the lowest on record. 

There are some indications that the number of young stock being kept for milk 
stock on farms is increasing and this, coupled with good growing conditions, 
may contribute to some slight increase in production this year. 

As I am sure you all know, the prices which farmers pay for commodities and 
services used for living and production have continued at a very high level. As 
of April 15, 1960, such prices were about 1 percent higher than March 15, 1960, 
and on the same date the year preceding. Both farm living costs and production 
expenses are up. 

It would be possible to sit here at this table and quote figures by the hour 
showing the depressed conditions of dairy farmers in the manufacturing milk 
and butterfat producing areas. However, I am more impressed myself with 
many direct contacts I have had recently with dairy producers in several of the 
States where we have membership, particularly in Wisconsin and Minnesota. 
It has been many years since I have witnessed so much discouragement on the 
part of dairy farmers and so much unrest. This unrest also carries over into 
the manufacturing plants, many of which are finding it difficult to make ends 
meet because of very sharp competition at the producer level for the available 
supplies of milk. 

We wish to urge this committee to report this bill favorably and we hope that, 
if it is enacted, it will be accepted by the administration. 

Respectfully submitted. 

OTIE M. REEp, 
Executive Director, National Creameries Association. 


TABLE 1.—Average prices per hundredweight received by producers at dairy 
manufacturing plants, United States, by months, January 1958-A pril 1960 




















| | 
Month 1958 1959 | 1960 Month | 1958 1959 | 1960 
} | 
TN ee eae eee eT ee ee ee ee ee ee ee —r 
| 

January.................| $3.34 | $3.24] $3.32 |] August................| 3.12] $3.15 |........ 
I ie ah nerdincih 3. 28 3. 18 3.27 || September-.--- — oe on Tl ee 
Mareh. ..... bias ct ae 3.13 | 3. 22 |} October. .......... 3.35 3. 41 Fan 
asa pti icin iiee 3. 01 3.07 | 3.17 || November.-_-......- | 3.35 3.48 |... i 
eee se enasen iasadel 2. 99 | aos | Seibel December - ___. cf) Ra} BAe 
er ieupan mentees 2.99) 3. aduheGecaee —|—— —| ——_—_— 
et ee Average. ....... | 3.48} 3.21] 13.28 








1 Average Ist 4 months. 
Source: Agricultura) Prices, Agricultural Marketing Service, USDA. 


TABLE 2.—USDA purchases in millions of pounds 





Nonfat dry milk 


Butter pur-|Cheese pur- 








Period ! chase con- | chase con- 
tracts tracts Purchase | Scheduled 
contracts | deliveries 
SE ciititicccckhchtntucbnbninle eembbcnians ennenibaie 154 197 799 736 
0, RR pet a eA ee 4 te ala! ~eoane 215 248 829 907 
1058-50. .......... renwehde dlahoteddduhe Redes act cwecke 150 35 941 826 
ee _W Seb knviaeKeamD ties 


135 50 | 748 | 857 





1 April-March marketing years. 


Senator Proxmire. Apparently all the witnesses have appeared. Is 
there anything else to put in the record ? 

I have here a statement by John C. York, executive secretary, East- 
ern Milk Producers Cooperative Association. 

Without objection this statement from Mr. York will be placed in 
the record. 

(Statement of Mr. York follows:) 
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STATEMENT FILED BY JoHN C. YorK, EXECUTIVE SECRETARY, EASTERN MILK 
PRODUCERS COOPERATIVE ASSOCIATION, EAST SYRACUSE, N.Y. 


My name is John C. York. I am the executive secretary of Eastern Milk 
Producers Cooperative Association, whose offices are at East Syracuse, N.Y. Our 
association strongly favors of the enactment of S. 2917, which would increase 
the support price for manufacturing milk from $3.06 to $3.22 per hundredweight. 

Our association has a membership of approximately 10,000 dairy farmers, and 
is the largest bargaining cooperative in the United States. The farms of our 
member-producers are located in New York State, in Pennsylvania, and in Ver- 
mont. Our milk is sold in the New York-New Jersey market, in the Boston 
market, and in some of the secondary markets of the Northeast, such as Connecti- 
eut and Rhode Island. 


CONDITIONS IN THE NEW YORK-NEW JERSEY MILKSHED 


Economie conditions for milk producers in the New York-New Jersey milk- 
shed have worsened during the past 6 months. Beginning in December 1959, 
average or blended prices to producers in this vast milk-producing area have been 
lower in each month than a year earlier, and a lower price is also expected for 
the month of May. Thus, while the average price for all of 1959 was above 
1958—$4.48 per hundred pounds of milk as against $4.44—the price in December 
was below December 1958—$4.80 as against $4.84. 

In January the price was $4.56, as compared with $4.64 a year ago. In Feb- 
ruary it was $4.38, as compared with $4.54. In March it was $4.15 as compared 
with $4.28, and in April it was $3.86 as compared with $4. 

A total of 49,281 dairy farmers delivered milk to the New York-NewJersey 
market in April 1960. The lower price they received has meant hardship for 
all, and disaster for many. Under the pressure of continually declining prices 
at a time when dairymen’s expenses were rising, many producers in the New 
York-New Jersey area have had to give up dairying, and seek a livelihood else- 
where. Thus, only a year ago, a total of 52153 producers delivered milk to the 
New York-New Jersey market. Within the relatively short period of 1 year, 
2,872 producers have abandoned dairying in the New York-New Jersey produc- 
tion area. This is more than the number of all producers supplying the Wash- 
ington, D.C., area, and almost as many as supply the whole State of Connecticut. 

The New York-New Jersey marketing area is regulated by Order No. 27, issued 
under the Agricultural Marketing Agreement Act of 1937. The order provides 
for the prices producers receive for milk used for various purposes. Producers 
have recently sought relief under the provisions of this act, by petitioning for 
a suspension of certain order provisions which would have prevented a decline 
this spring in the price they receive for milk used for bottling purposes. The 
Department of Agriculture has, however, denied this request, and the price for 
this milk will decline further this month and next month. 

In these grave circumstances, producers in our milkshed are hoping for some 
improvement in the price they receive for milk for manufacturing purposes. 
Their hopes rest on the enactment of S. 2917, whch is the subject of this hearing. 
The increase in the support price provided by the bill is modest indeed—16 
cents per hundredweight of manufacturing milk. If enacted, the bill would add 
about 7 cents per hundredweight of milk to the blend price in our area during 
periods when dairy products would otherwise sell at the lower support level. 


NATURAL CONDITIONS 


Notwithstanding reports to the contrary, the economic conditions of dairy 
farmers the country over is, with certain minor exceptions, unfavorable. This 
is particularly true of producers whose milk is utilized predominantly for 
manufacturing purposes. Production of milk during 1960 is expected to be higher 
than during 1959, and, in any case, large enough, according to the Department 
of Agriculture, to hold average prices for manufacturing milk near the support 
level. Unless changed by the enactment of S. 2917, that level will be $3.06 per 
hundredweight until March 31, 1961, though for April 1960 the price was $3.17. 
At the same time production costs are likely to increase further, after having 
reached a record high on April 15, 1960. The cost-price squeeze, under which 
producers have been laboring for so long, will pinch even more than before. 
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Much has been made of the prediction that cash receipts from dairying will 
reach a record figure this marketing year. Of course, with an anticipated record 
output of milk, and with an unchanged level of the support price, cash receipts 
are bound to be higher. But higher cash receipts do not mean a higher net 
income, since, as already indicated, production costs are likely to rise also. 
Higher cash receipts for the entire industry may, on the contrary, indicate a 
worse situation for some producers. This is due to the fact that, in adverse 
times, Some producers who are hard pressed will increase their output in order 
to make ends meet. 

One measure of the economic position of dairy farmers is the index of 
prices received for dairy products and the index of prices paid by farmers. 
According to the latest Economic Report of the President, the index of prices 
received for dairy products averaged 254 in 1959. This was a decline of 5 
points since 1957 when the index stood at 259. At the same time the index 
of prices paid by farmers for all items, including interest, taxes, and wage 
rates, increased 12 points between 1957 and 1959—from 286 to 298. When only 
production items are considered, the result is somewhat less unfavorable—the 
index climbed from 257 in 1957 to 266 in 1959. 

A still further measure of the economic status of dairy farmers is the amount 
of return received by the farm operator and family labor. In 1958 the return 
per hour to dairy farmers in the Northeast was 79 cents. In eastern Wisconsin 
it was 36 cents; and in western Wisconsin, 57 cents. The returns for 1959, 
when available, are not likely to be much different since cash receipts for 1959 
were less than 1 percent higher than for 1958. 


PROPOSED SUPPORT LEVEL 


The support price specified in S. 2917, to wit, $3.22 per hundredweight of 
milk equal to 80.3 percent of parity, would afford a modest increase in the support 
level. Back in 1953 the support level was $3.74 which was 90 percent of parity. 
The reduction in April 1954 was then justified on the basis of the fact that 
stocks of dairy products in the hands of the Government were large. But this 
is a condition which does not exist today. On April 30, 1960, the Government 
held no uncommitted supplies of butter and cheese. While the uncommitted 
supplies of nonfat dry milk were 197 million pounds, it is well known that the 
demand from foreign sources for this product is very great, and once the Com- 
modity Sredit Corporation decides to reinstitute the distribution of the product, 
there will be no problem of disposing of all stocks. 

Total purchases of dairy products during the marketing year April 1, 1959, 
to March 31, 1960, were the lowest since 1951-52, when measured on a milk 
equivalent basis. The milk equivalent of all purchases during 1959-60 
amounted to 3,278 million pounds. This compares with a high of 12,415 mil- 
lion pounds, which occurred in 1953-54. The large purchases during that period 
led to the reduction in the support price, already referred to. 

The trend of lower purchases experienced during 1959-60 has also apparently 
eontinued during April 1960. 

It is presumably a principle of the flexible price-support program that the 
support level would be varied in accordance with supply and demand condi- 
tions, that is to say, that the support level would be reduced when supplies 
are excessive in relation to demand, and would be increased when supplies are 
in better balance with demand. From the data given above, the supply and 
demand of dairy products are now in fair balance. Hence, an increase in the 
support level, such as is proposed by S. 2917, is fully justified. 

For all these reasons, we urge the committee to recommend the enactment of 
this bill. 


Senator Proxmire. Without objection, the record will remain open 
until next Tuesday for additional statements which may be filed. 

Since there are no further witnesses, the hearings will end, and the 
committee will adjourn. 

(Whereupon, at 11:20 a.m., the committee adjourned.) 

(Additional statements filed for the record are as follows:) 
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STATEMENT FILED By Hon. GAYLORD A. NELSON, GOVERNOR OF WISCONSIN 


Wisconsin is the leading dairy State in the Union, and therefore has a par- 
ticular interest in all legislation affecting dairy farmers. 

The bill before your committee (S. 2917) would provide new minimum sup- 
port prices for milk used in manufactured dairy products of $3.22 per hundred- 
weight (up from $38.06) and 59.6 cents per pound for butterfat (up from 56.6 
cents) for the balance of the current marketing year, Which ends next March 
30, 1961. 

This bill will not raise the prices farmers are now receiving for milk. Aver- 
age prices were higher last month, at $3.51 per hundredweight standard butter- 
fat basis, than the proposed minimum of $5.22. 

These milk prices xre too low to give farmers a fair return on their labor 
and investment. Positive action by Congress is needed to give dairy farmers 
the means to improve their incomes. 

However, although this bill will not improve present milk prices, it will pre 
vent them from falling much below the present level during the balance of this 
marketing year. If milk production were to increase later this year it might 
create a surplus situation which could drive milk prices down toward the present 
support floor of $3.06 per hundredweight. Passage of this bill would assure 
dairy farmers that milk prices could not average lower than $3.22 per hundred- 
weight for the balance of this year. 

Nevertheless this is far short of a real solution to the dairy farmers’ problems. 

The dairy price and income problem has been thoroughly studied by a com- 
mittee appointed at my request by the president of the University of Wisconsin, 
Dr. Conrad A. Elvehjem. The report of this Governor’s Dairy Marketing 
Committee concluded that the present dairy price-support program is not 
adequate, as follows : 

“It seems obvious that our present national dairy price-support program 
is inadequate to deal on a longrun basis with the type of problem dairy farmers 
have been facing in the recent past and are likely to face in the foreseeable 
future. Its major inadequacy lies in the fact that this program includes no 
provisions for control of supply so that an effective limit may be placed on the 
rate of expansion of milk output.” 

The committee proposed a national dairy base-excess plan whereby the supply 
of milk could be kept in line with demand and returns to dairy farmers in- 
creased. I strongly urge your consideration of bills pending before your 
committee which would enable dairy farmers to establish such a program to 
improve their incomes. 

A copy of the Governor’s Dairy Marketing Committee report on the national 
dairy problem and the proposed national base-excess plan is attached. I would 
appreciate your including it in your hearing record following this statement. 


(Report referred to follows :) 


IIf. The Darry PROBLEM 


The general level of dairy farmer incomes is low. Dairy prices and incomes 
are not keeping pace with the general level of prices and incomes in the rest of 
our economy. These are economic facts which are demonstrable for dairy 
farmers aS 2 group, even though individual exceptions to the rule may be 
found. 

The income problem of dairy farmers rests partly on (a) the low level and 
instability of farm milk prices and partly on (b) the whole complex of forces 
Which affect the ability of individual dairy farmers to employ the right kinds 
and amounts of resources for efficient, large-scale milk production. Thus, a 
reasonably effective solution to the dairy price problem may still leave a large 
number of dairy farmers with inadequate incomes because of their resource 
problem, In this sense, and for other reasons, better milk prices will bring only 
a partial solution to the dairy income problem. However, this should not be 
taken to mean that effective action on the price front would be unimportant, for, 
on the contrary, improved milk prices would bring widespread benefit to 
Majority of milk producers. 

The low level of returns among dairy farmers may be illustrated by reference 
to a series of data for commercial, family-operated dairy farms in western 
Wisconsin (table 1). 


a 


H6056—60—D 





62 DAIRY PRICE SUPPORTS FOR 1960 


TABLE 1.—WSelected changes in western Wisconsin dairy farms and U.S. personal 
incomes, 1950-58 














Western Wisconsin dairy farms U.S. average 
— aera a Sn family 
| | personal in- 
Year Landin | All cattle Return to | come before 
farm ! per farm, operator Federal 
(acres) January 1! and family income 
| labor ! taxes ? 
atsincienia — —|— j igen abe stiicteitibneds 
1950. jetecbstenashialtenelibibics Ababa linda 138 | 24.0 $1, 899 $4, 440 
Nt sdistd aati tibtediantneitaamicteinieiabaeae 139 | 24.5 2, 747 4, 900 
Talla (ih ess acai | 139 25.1 2, 852 | 5, 120 
Nie ais tl secs ps pea thor ln tod pala cent ni = 141 26. 3 2, 212 | 5, 930 
eee ee a ee ee 142 27.4 1, 493 | 5, 360 
1955 _. bolitidd hiiiaiaatante ident siadade 145 27.7 1, 553 5, 640 
1956 _. iba diseninciihanden telbetdaiels tinue bie tei 149 28. 2 2, 033 5, 950 
APE ae eae ind sake ingen ichaai 152 28. 5 2, 040 6, 200 
Bhs ctstecide Steed cathin tad ieasebelcoaal 155 | 28.9 1, 997 6, 220 








1U.S. Department of Agriculture. 
? U.S. Department of Commerce. 


These data indicate the relatively low level of typical dairy farmer incomes 
and, when compared with the level and trend of family incomes in the entire 
economy, point up the widening gap which has been occurring. Thus, the dis- 
satisfaction of Wisconsin dairy farmers with the low returns for their efforts 
and with the relative decline in those returns which represents a failure to 
share fairly in the Nation’s economic growth, rests on a solid foundation. 

While the dairy price level problem has many facets, much of it originates 
out of the persistent imbalance between the supply of and the demand for 
milk—in which since 1953 there has been a persistent excess of milk, selling at 
prices which dairy farmers considered nowhere near reasonable in relation to 
cost and needed income. In 1953, milk production took a big leap forward and 
in most years since then has continued to expand. 

The growth of milk production in the face of persistently unsatisfactory 
milk prices may seem unreasonable and difficult to understand. It is true that 
in response to low milk prices many farmers have stopped producing milk and 
shifted into other farm enterprises. There has been a great exodus of farmers 
and their families from agriculture generally because of what appeared to be 
better opportunities elsewhere. In dairying, along with the reduced number of 
dairy farms, there has been a large reduction in number of dairy cows. Yet 
milk production has continued to increase. 

Important changes in the utilization of milk have occurred during the last 30 
years. Aggregate milk production has increased by approximately 26 billion 
pounds since 1930. There has been a gradual decline in both production per 
capita and domestic civilian per capita consumption of milk fat during this 
period. Per capita disappearance of milk fat declined from 32.1 pounds in 1930 
to 26.4 pounds per capita in 1958. On the other hand, production per capita of 
milk solids, not fat, has declined from 75.3 to 65.8 per capita, but at the same 
time domestic civilian per capita consumption has increased from 38.5 to 47.6 
pounds per capita (table 2). Thus when one is considering the changes in 
demand for and consumption of milk, the picture is a rather complex one. 
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TABLE 2.—Per capita production and consumption of milk fat and milk solids, 
not fat, United States, selected years, 1930-58 * 


[In pounds] 











| Milk fat | Milk solids, not fat 2 
| 
Year | Domestic | Domestic 
Production | civilian dis- | Production | civilian con- 
per capita | appearance per capita sumption 
| percapita | per capita 
eihocee = citi =e 
a es a Pe nee 
sss as cece 32.8 | 32.1 75.3 | 38.5 
ia ecith sccekatancionelel nitoionmieaste white 32.2 | 31.6 73.3 | 38. 6 
EE ian Satan te aniseed ain ee icine maleated ert alah 33.5 | 32.5 | 76.0 40.8 
OE haan cies pceuitadhabtininns, sie . nies caceat 34.3 | 31.6 | 77.6 | 48.7 
MN i cnnuhinwsx db dagt hase kecs kxwueen ma paeeail 30. 6 | 29. 4 | 69. 6 | 45.9 
TUBA Sais csine cen cs ate ita aaa aatee 28.7 27.3 67.1 47.9 
RE caslvend xenkenuaeton sec ppl ahipric-inic choise 28.6 Wet 67.1 48.5 
SE hacnkcisceainadpeanalaneasial jas dha ene 28.5 26.3 57.3 47.7 
PEE hive ex onc con pu iibiiwc<cssaa ana Sacks 27.8 cok 65. 8 47.6 


rh 





1 Based on U.S. Department of Agriculture data. 
2 The difference between production and consumption per capita of solids not fat is explained largely 
by the large volume of exports and the volume of skim milk not marketed by farmers. 


One of the most disturbing trends in consumption of dairy products in recent 
years has been the decline in consumption of milk fat, largely reflected in re- 
duced per capita consumption of butter. It should be noted that consumption of 
all fat has not been reduced. The reduction in consumption of milk fat has 
been largely replaced by increased consumption of fats of vegetable origin. 

The changes in milk marketings have also been rather complex and this makes 
it difficult to appraise the consumption pattern. Since 1930 farmers have greatly 
reduced the volume of milk marketed by them directly to consumers or shipped 
as farm separated cream. During the same period they have stepped up whole 
milk deliveries. For example, on a per capita basis whole milk deliveries by 
farmers have increased from 356 pounds in 1940 to 571.1 in 1958. During the 
same period milk and cream retailed by farmers or shipped to plants as farm 
separated cream decreased from 295.8 pounds to 76.1 pounds per capita. When 
these two diverse trends are combined, there has been little net change in the 
amount of milk per capita reaching the marketing system since 1940, except for 
a modest increase during the war years. During the same period, however, the 
milk utilization on farms declined from 175.5 per capita in 1940 to 72,1 in 1958 
(table 3). Thus it can be seen that the decline in per capita production of all 
milk mainly reflects the reduction in milk utilized on farms since the amount 
of milk per capita reaching the marketing system has remained essentially 
constant. However, it should also be noted that the important decline in per 
capita marketing of milk in the form of farm separated cream in a sense reflects 
an increase in milk marketings since the shift to marketing whole milk includes 
marketing the nonfat component which was formerly separated on the farm and 
usually fed to livestock. 
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TABLE 3.—Milk production and utilization per capita, United States, selected 
years, 1930-58 * 
Milk equivalent—fat solids basis 


Pounds per capital] 


Retailed by Total in 
Total pro- Delivered farmers and combined Total uti 
Year juction to plants shipped to milk and pation 
on farms aus Whole plants as cream mul fart 
milk farm sepa ketings 


rated cream 


1930. . 812.9 280.0 331.3 611.3 201.6 
1935 794.4 279.8 310.4 590. 2 204. 2 
1040 B28. 2 356, 9 O05, § 652.7 175.5 
1945 Sd. 5 492.7 210. 5 703. 2 53. 4 
195) 768. 6 480, 2 159. 2 648.3 »).3 
1955 744.9 549.3 105.8 655. 2 89. 7 
1956. _ 745.9 566. 9 100.5 661.5 S44 
1957 735. 6 574.6 83.0 657.6 78.0 
1958_ - - 719.3 571.1 76.1 647.2 72.1 


1 Based on U.S. Department of Agriculture data. 


The explanation for the postwar expansion in milk production lies in the 
technological revolution taking place in agriculture generally including dairy- 
ing. Specifically, so far as dairying is concerned, the adoption of new tech- 
niques in production of feed for livestock has provided the initial impetus for 
larger milk production. Milk production rests on its feed supply and great 
strides have been made in expanding this. But even more than this, significant 
improvements have been made in utilizing the basic feed supply. Dairy cows 
have become increasingly capable of converting larger amounts of feed into milk. 
Consequently, farmers have not had to enlarge the size of their herds at a rate 
comparable with the increase in feed supplies in order to produce larger amounts 
of milk. Artificial insemination, better feeding practices, herd management and 
enlarged herd size have all played their part in this process. Very important, 
however, is the fact that this process has far from run its course. It has been 
estimated that by 1965 we could supply our national milk needs with half our 
present number of dairy farms and probably 20 percent fewer cows if practices 
followed on good dairy farms were followed generally. 

The demand for milk is also growing. This growth in national demand is 
made up of several components, the most important of which are based on popu- 
lation growth and consumer disposable income. Population, the most important, 
is increasing at abeut 3 million persons each year or slightly less than 2 per- 
cent per year. The growth in per capita incomes adds a small but uncertain 
amount to the demand for milk each year. At our current relatively high levels 
of income, this factor is less important than it was when incomes were low-—- 
like years of the depression. With the rising trend in incomes, it appears that 
dairy farmers will share in a smaller and smaller part of these increases in 
incomes. For the future, then (barring widespread depression or war), growth 
of population will be by far the main factor giving rise to expanded demand for 
milk and most of its products. 

The prices at which the national milk supply moves into consumption vary, 
of course, depending on many factors such as type of products, location, grade, 
amount of service provided with sale, container, season, and many other factors. 
We might classify milk marketings into two groups depending on whether the 
products are fluid milk products or nonfluid products. 

Primarily because of location and public health reasons, milk which is eligi- 
ble for fluid market use is so graded usually by local health authorities. During 
the postwar period there has been a significant widening in the relationship of 
prices for milk eligible for fluid market use as compared with manufacturing 
grade milk. Even though milk prices in both markets tend to move up and down 
together by roughly similar amounts, there has been a progressive improvement 
in the relative prices of milk eligible for fluid market use (see table 4). 

During the postwar period important steps were taken to improve the quality 
of Wisconsin milk and to qualify it for consumption in fluid markets. Signifi- 
cant increases in the amount of such milk were made. But in addition. a sub- 
stantial share of the ungraded milk in Wisconsin now is of sufficiently high 


qui 
nol 
mia 
pal 


col 


194) 
194 
19% 
195 
195: 
195. 
195 
195 
19st 
195; 
198 


IV 


pr 
ex 
im 
mi 
ba 
mi 
fa 
ru 
da 
pr 
cli 
Tl 
in 


er 
ch 
pr 
ou 
fo 
pe 


sc 
£0 

‘ 
or 
pt 
bi 
n¢ 
to 
pl 





ted 


the 
ry- 
ch- 
for 
at 
int 
ws 
lk. 
ite 
its 
nd 
nt, 
en 
ur 
"eS 


yu- 
nt, 
ee 
in 
els 


at 
in 
th 
‘or 


40 


DAIRY PRICE SUPPORTS FOR 1960 65 


quality that it could qualify as eligible for fluid markets. But there simply are 
not enough consumers located sufficiently near Wisconsin to provide a profitable 
market for this milk supply. Thus, Wisconsin dairy farmers are not partici- 
pating as fully as they would like in the premiums paid for milk used in fluid 
consumption. 


TABLE 4.—Prices received by farmers for milk eligible for fluid market and milk 
of manufacturing grade, United States, 1948-58 


{Dollars per hundredweight] 


Fluid market 


Eligible for | Manufactur- premium 
Year fluid market ing grade difference 
column 1— 


column 2 


1948 ‘ ‘ 5. 34 4.23 1.11 
1949 4.55 | 3. 10 1.45 
1950 4. 36 3. 16 1. 20 
1951 5. 02 3.85 1. 37 
1952... ded E 5. 31 4.06 1.25 
a 4. 82 3.48 1. 34 
1954 4.45 3.14 1.31 
1955 4. 50 3.15 1.35 
1956... 4. 64 3. 25 1. 39 
1957 _ 4.75 3. 27 1. 48 
1958 amend siete ies Serhan hl ae 4.65 3. 16 1. 49 


Source: *‘The Dairy Situation,’’ U.S. Department of Agriculture, February 1959, p. 27. 


IV. EXISTING PROGRAMS AFFECTING THE MARKETING AND PRICING OF MILK WITH 
SUGGESTIONS FOR IMPROVEMENTS 


Before considering new programs to deal with the marketing and pricing 
problems of the dairy industry, the programs that are now in operation will be 
examined as to their operations and accomplishments as well as to their possible 
improvements. The national price support program and the Federal milk 
marketing order programs were basically designed to deal with short-run im- 
balances between supplies and demand, to achieve equity, or to preserve and 
maintain competition. They were not designed to keep average prices at satis- 
factory levels over long-run periods of time while supplies were continually out- 
running demand. The State’s program of advertising and promoting the sale of 
dairy products was born in the depression years of the midthirties, but this 
program presumably was conceived as a continuing one, for it has received finan- 
cial support from legislatures in good as well as low-income years for farmers. 
The farm price of milk is affected directly by the first two programs and only 
indirectly by the third one mentioned. 


A. THE NATIONAL PRICE SUPPORT PROGRAM 
What is it? 

In order to stabilize the farm price of milk and butterfat, the Federal Gov- 
ernment conducts a dairy support program. Under this program market pur- 
chases of dairy products are made by the Commodity Credit Corporation at 
prices specified in advance of the marketing year. The present program is based 
on legislation contained in the Agricultural Act of 1949. In this act support 
for prices of milk and butterfat is mandatory at such level between 75 and 90 
percent of parity as will assure an adequate supply. 

Each year a price support level for milk and butterfat is announced by the 
Secretary of Agriculture within the 75 and 90 percent of parity limits pre- 
scribed by Congress. These announced price support objectives constitute the 
goal of the dairy program for the coming marketing year beginning April 1. 
To assist in achieving prices to farmers for milk and butterfat at the announced 
or higher level, the Secretary then specifies prices at which the CCC will 
purchase certain manufactured dairy products. These products are usually 
butter, nonfat dry milk solids and American cheese—the major outlets for milk 
not consumed in fluid form. The opportunity for plants to sell such products 
to CCC tends to keep farm prices for milk and butterfat from falling below the 
price support level when supply-demand conditions are unfavorable. It is 
assumed that confining price support purchases to the major manufactured 
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to handle milk diverted to such uses are available in adequate supply in most 
areas. 


TABLE 5.—U.S. population, total farm milk production and CCC purchases of 
milk fat and solids, not fat, 1947-58 


| 


products will support the entire dairy price structure since processing facilities | 


Quantity of milk solids con- | 


} Totalfarm | tained in CCC purchases 
U.S. popula- | milk produc-| as a percent of production 
Year tion, April 1 | tion (billion |_ 


(million) | pounds) 

Milk fat Solids-not-fat 

| (percent) (percent) 
= ee is cbheuinendsitiiicniaseacalon e 
1947 i a ae ce ae 143. 5 | 116.8 o | 1.0 

1948 : abend od scneehes 146. 1 112.7 0 | 0 
Sinan haenec bons phrasing paee 148. 6 | 116.1 | 2. 2 | 3.0 
1950. - - ceil indintec tne asec aucune pains ----| 151.1 | 116.6 | 3.0 | 3.5 
1951 <agedbiniedn dbadeibsnacis 153.7 | 114.7 0 | 0.5 
1952 cg iia tress asin : 156. 4 114.7 0.3 0.5 
1953. -. a “a en 159.0 | 120. 2 8.2 | 6.0 
eet Rn a Sell 161.8 | 122. 1 | 7.3 | 6.5 
1955 wih ie iebiealeien aw chia 164. 6 | 123. 1 3.8 5.2 
TEE iin en mci ekatecemtana nahin ae yada a ‘ : 167.5 | 125. 5 | 4.0 6.9 
DE Kc nskuiceidnneiaéescohibnds ; . totes 170. 5 | 125.9 | 4.5 7.6 
Slenskndds desbalessmeusscsbhonbeccnexrenien 173. 4 | 125. 2 3.7 8.2 


{ 


| 
| 
| 
| 
| 
| 
| 
| 
| 


Inasmuch as CCC purchases were necessary to maintain milk and butterfat 
prices at or slightly above 75 percent of parity in recent years, the Secretary 
of Agriculture has concluded that supplies were more than adequate and higher 
supports inconsistent with the law. The data in table 5 portray the growth of 
surplus milk production in the United States at prevailing prices. It should 
be noted that prices for milk and butterfat received by farmers declined sig- 
nificantly during this period. The price-support program has placed a floor 
under farmers’ prices for manufacturing milk and only on rare occasions have 
national average market prices for a year been below the support objectives 
specified under the support program. 


Its accomplishments and shortcomings 


The present program, in spite of a level of price support which many farmers 
have regarded as inadequate, has made a substantial contribution to the main- 
tenance of dairy prices and incomes. In 1953—54, for example, price-support pur- 
chases amounted to over 8 percent of the fat in milk. It has been estimated 
that milk prices to farmers would have had to be reduced by a third in that 
year to move total production through commercial markets into consumption. 
In the absence of price-support purchases of dairy products, but with 1958-59 
production and market demand, it has been estimated that the price of manu- 
facturing milk would be about $2.38 a hundred pounds, or 80 cents below the 
1958-59 average of $3.18. Prices lower by these amounts indeed would have 
caused even more widespread distress among dairy farmers. 

The support program, by permitting the CCC to maintain standing offers to 
purchase butter, nonfat dry milk and American cheese, has made it possible 
to maintain prices in fluid milk markets while carrying on unlimited disposal 
of surpluses in the manufactured product markets. In addition, milk ordinarily 
used in other manufactured products could be diverted into butter, powder, or 
cheese when supplies increased and prices weakened. Thus the support program 
has tended to insulate the entire dairy price structure from the full impact of 
excessive supplies. 

The surplus, which has varied mostly from 4 to 8 percent in recent years at 
prices then prevailing, is relatively small compared with surpluses of wheat 
and corn. But in spite of its small size, its price depressing effects are sub- 
stantial due to the inelastic demand for milk. But even more important. its 
persistence even at relatively low milk prices, and viewed in a context of 
continuing increases in production, casts serious doubt on the adequacy of our 
present dairy price-support program to deal with the problems looming ahead. 

Under circumstances in which markets are threatened by temporary gluts, and 
where price-support objectives are modest, the present type of program is a 
relatively efficient one. Under such circumstances it has only limited unde 
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sirable effects on the marketing system. It relies on the existing structure of 
competition to insure that the benefits of price-support activity flow back to 
farmers. 

While the causes of recent increased milk production are many and complex 
in their interrelations, higher prices do encourage dairy farmers to expand 
output. Since the present program includes no device for limiting the expan- 
sion of production (except as the level of supports may do so) it helps to generate 
additional supplies of milk and in this way may contribute to the cost of the 
price-support program. However, it is likely that the rapid adoption of new 
production technology by farmers is the major factor in increased milk output. 
Furthermore, the intensive surplus disposal efforts of recent years have tended 
to obscure the magnitude of the surplus problem. 

Our present program rests on an implicit assumption that the surplus is 
temporary, and that products accumulated for 1 or perhaps 2 years may be 
disposed of through commercial markets in the following year or so. Persistent 
accumulations under the price-support program have forced a great expansion 
in export and domestic relief programs along with other noncommercial dis- 
posal. But with little prospect of more than a temporary respite in surplus 
purchases and the continuing need for congressional appropriations to refinance 
the CCC, serious doubts are being voiced about all farm programs, including the 
dairy program. 

It seems obvious that our present national dairy price-support program is 
inadequate to deal on a longrun basis with the type of problem dairy farmers 
have been facing in the recent past and are likely to face in the foreseeable 
future. Its major inadequacy lies in the fact that this program includes no pro- 
visions for control of supply so that an effective limit may be placed on the 
rate of expansion of milk output. 


What are some of the alternatives? 


At the present time, dairy farmers have several possible alternative courses 
which they might choose. They should be familiar with the probable conse- 
quences as well as the merits and shortcomings of each of them. Some farmers 
might prefer the gradual elimination of the price-support program or, what 
amounts to the same thing, price supports at much reduced levels. Others might 
prefer to have the present program continue unchanged for as long as possible. 
Still others might wish to take positive action (with all that is implied by this) 
to bring about higher levels of milk prices to farmers. 

The first alternative, approximating conditions of relatively free production 
and marketing of dairy products, would have serious price consequences for 
dairymen. A recent report’ indicates that if this course were followed for all 
farm products except tobacco and existing excess storage stocks were liquidated 
in an orderly way over the next 7 to 10 years, realized net income to agriculture 
by 1965 would drop about 46 percent below the 1958 level. A typical dairy farm 
in western Wisconsin, in spite of a probable 30-percent increase in production 
between 1955-57 and 1965, might expect a 13-percent decline in net cash farm 
income by 1965. The social costs of such a course would be very large indeed. 

The second alternative of maintaining the current price-support program un- 
changed is probably not a feasible alternative. While some dairy farmers might 
prefer this, it must be recognized that there is increasing belief by the public 
that the large costs to the Treasury of present farm programs should not con- 
tinue. Thus the mounting public objection to continued large expenditures may 
mean that even though dairy farmers might prefer to continue the present pro- 
gram, the public may not permit this alternative. At best, it seems likely that 
in the face of such public pressure and in view of the prospective continued in- 
creases in milk prouction, further reductions in the level of price supports 
would occur. 

The third alternative—taking positive steps to bring about higher milk prices 
at reduced cost to Government—may have many serious economic, social, and 
political implications. Much of the discussion which follows deals with con- 
sideration of this alternative. It is our belief that it may be only by following 
this course can farmers have much hope of substantially improved milk prices 
in the foreseeable future. However, farmers should be fully aware of all the 


1 Report from the U.S. Department of Agriculture and a statement from the Land Grant 
Colleges IRM-—1 Advisory Committee on Farm Price and Income Projections, 1960—65 ; 
S. Doe. 77, 86th Cong., 2d sess., Washington, D.C., 1960. 








68 DAIRY PRICE SUPPORTS FOR 1960 


implications of following this alternative before making a decision on this 
Inatter. 

Without presenting a comprehensive review of the several alternative pro- 
grams which have been widely discussed by dairy farmers and their leaders in 
the last 10 years, it is probably true that they all suffer from a common short- 
coming. This is their failure to include adequate provisions for controlling milk 
supplies. There has been a slow realization of the persistent tendency of milk 
supplies to be in excess of demand at reasonable prices. 

Thus, one of the most fundamental changes necessary to improve the general 
level of dairy prices and incomes is that of developing some positive and effee- 
tive mechanism within our democratic framework to gear the growth of produc- 
tion of milk to the growth of demand. This is a national problem which must be 
dealt with on a national basis. Wisconsin dairy farmers would be greatly af- 
fected by such a program and should be well represented in the development and 
application of such a program if it is undertaken. 

During the last 20 years, dairy farmers have considered several alternatives 
to the present price support program. Among these the major ones have been: 
(a) a direct-payments program, and (b) a self-help program. 

(a) The direct-payments approach.—Under a direct-payments program, milk 
prices would be free to fall to whatever level necessary in order to move cur- 
rent production into channels of distribution and consumption. <Any differences 
between average prices realized by farmers and some fair price (derived by an 
acceptable procedure, probably using parity indexes) would be made up by direct 
payments to milk producers. This approach would avoid the criticism of raising 
prices to consumers and thus curtailing milk consumption. The costs of the pro- 
gram would be obvious in the amount of the direct payments and administrative 
eosts. This would be unlike the present program which results in both some- 
what higher prices to consumers and increased congressional appropriations to 
refinance CCC for losses on disposal of surplus commodities. 

One weakness of direct-payments proposals is the fact that they have not in- 
cluded adequate provision for limiting supplies to a level which could be sup- 
ported at low cost. In addition, dairy farmers probably have a sound basis for 
believing the direct-payment program, resting as it does upon an annual appro- 
priation from the Congress, would be too risky an approach to the problem. 

(b) A self-help program.—Dissatisfaction with the existing price-support pro- 
gram led to the proposal that dairy farmers undertake a so-called self-help pro- 
gram. Under this program it was proposed that fees be assessed against dairy 
farmers to finance disposal of surplus production. An organization of dairy 
farmers would establish broad general policies and administer the program, in- 
cluding the setting of price-support levels. 

Congress received several bills incorporating this plan during the last several 
sessions but these bills failed to be reported out of committee. This suggests 
that Congress was unwilling to grant to dairy farmers the strong powers needed 
to do the job. Furthermore, responsible persons who examined this program in 
detail were of the opinion that the measures proposed for limiting the output of 
milk would not be sufficiently effective. 

It seems to follow, therefore, that any effective dairy program must neces- 
sarily employ Government assistance in some form. Furthermore, it seems 
likely that actual administration of a dairy program having national scope and 
strong powers will probably have to be administered by some branch of the 
Federal Government. However, it is also likely that Congress would not give 
support to any proposal which did not receive strong support from the dairy 
farmers generally, perhaps in the form of a referendum. 

(ec) Some alternative methods to control supplies.—During the last 30 years, 
dairy farmers, from time to time, have given consideration to various devices 
for controlling supplies of milk. During the early 1930's, at a time when the 
original Agricultural Adjustment Act was being developed, it was proposed that 
some form of production or supply control be applied to milk. This proposal 
never received widespread favorable support and did not become law. 

The alternative methods suggested for controlling production or supplies have 
included the following: 

(1) Limits on the number of dairy cows: 

(2) Milk production or marketing bases; 

(3) Federal Government purchase of cull dairy cows; 
(4) Limitations on the quality of milk marketed. 

Limits suggested on number of dairy cows or on the expansion in herd size 
have been proposed from time to time. This proposal is analogous to the use of 
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acreage allotments in the basic crops. Drawing on the experience from the use 
of acreage allotments, one must conclude that a cow limitation would probably 
be ineffective since dairy farmers would feed their cows and manage their 
herds in a way which would result in increased milk output from the limited 
number of cows just as farmers have tended to add more fertilizer on their 
allotted acres to bring higher yields per acre. Another of the major difficulties 
with this device rests upon the fact that new producers, often young farmers, 
would have difficulty in gaining access to a market. However, this problem 
characterizes most supply control proposals. 

The use of production or marketing bases has been a long-standing device in 
the dairy industry where attempts to level the seasonality in production have 
been made. In addition, it has been used from time to time in a number of 
fluid-milk markets throughout the Nation to keep local fluid milk supplies in 
check. For the most part, these bases have been tied to particular farms or 
herds. Such a program hus not been seriously considered on a national basis. 
During the early 1930's, the producers on the Chicago fluid-milk market carried 
on a base program which permitted relatively easy transfer of bases for a fee 
by the organization. This program was later discontinued. The essential point, 
however, is that production or market bases are and have been rather common- 
place in the marketing of fluid milk throughout the United States. 

With the transfer of farms, due to death, retirement, or other reasons, some 
rules must be established for transferring bases. The usual procedure has been 
for an organization, say a cooperative, to establish its own rules on this matter. 
Waiting lists of applicants have often been maintained. It is obvious, of course, 
that favoritism and uneconomic factors may enter into the decision as to whom, 
among the waiting producers, should be granted entry to the market. 

The suggested program of purchasing cull dairy cattle might have temporary 
supply reducing effects. Again it must be noted that one of the longstanding 
recommendations of production specialists for increasing farm output is that of 
culling low producing cows. It is likely that a cull dairy cow program would, 
after a few years, result in increased rather than reduced production since 
farmers would add more rapidly to their stock of high producing dairys cows. 

The suggestion has been made a number of times that the supply problem of 
the dairy industry could be solved if low quality milk could be prohibited from 
access to market. This would involve the grading of milk and diversion of low 
quality production to noncompeting uses. Naturally producers of higher quality 
milk would have less objection to this than other producers. With the gradual 
improvement in the conditions of production and processing, it is unlikely that a 
substantial volume of Wisconsin milk would be defined as really low quality and 
thus be restricted from the market. The proponents of this proposal often seem 
to have in mind the thought that much of the farm separated cream, particularly 
that produced in the Great Plains area, would be eliminated. In view of the 
greatly reduced production of farm separated cream during the past 20 years, 
and the fact that at present prices nonfat dry milk supplies are so large in 
relation to commercial demand, there is serious doubt that this suggestion would 
be very effective. 

The quality restriction proposal would tend to place a severe burden upon the 
grading system. It seems likely that the pressure generated under the plan 
might be sufficient te destroy public confidence in the grading system, since 
farmers and dairy plants would have a strong financial interest in assuring that 
milk or dairy products produced would be certified as eligible for market. Fur- 
thermore, serious criticism must be leveled against a quality program which 
restricted milk or dairy products from market which were satisfactory for human 
consumption from a public health standpoint, but which denied entry of milk to 
market on rather arbitrary considerations. Effective arguments can be made 
that so long as dairy products are fit for human consumption, the relative values 
placed on the several grades of products should be determined primarily by the 
market. 

Suggested improvements 

Since there seems to be little hope for widespread and substantial improve- 
ment in milk prices without placing effective limits on the rate of expansion 
in national milk output, dairy farmers should give intensive study to the ways 
in which output expansion may be controlled. If a generally satisfactory method 
¢an be developed, it might well be combined with the present price-support pro- 
gram to make it more effective. As such a program gradually improved the 
milk supply-demand balance, it would bring about an improvement in milk 
prices and would reduce the cost to Government of carrying on the price-support 
program. 
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Although such a program would not be easy to develop and administer, such 
difficulties do not appear to be insurmountable. It would be more complex than 
programs dairy farmers are now familiar with. It would have to be widely 
understood before farmers could intelligently decide whether they would be 
willing to undergo the discipline necessarily involved in such a program to 
achieve the probable benefits it would bring. 

No such detailed program is presented here. Instead, the following general 
discussion deals with some of the fundamental issues and outlines some of the 
important features which should be considered in devising such a program. 

A national dairy supply control program.—Because of the widespread dis- 
tribution of manufactured dairy products and because of the significant depend- 
ence of fluid milk prices on prices of manufactured dairy products in most 
markets, the market for milk in all its product forms is indeed the national 
market. Significant changes in supply or demand soon permeate and affect 
prices in most of the Nation, even though persistent discrepancies exist in some 
markets because of a variety of special circumstances. Inasmuch as the upper 
Midwest is in the business of producing milk for sale both as fluid milk or in 
the form of manufactured dairy products, it has a special interest in prices and 
market conditions beyond its borders. 

Similarly, because milk and product markets throughout the Nation are so 
closely interrelated, a supply control program undertaken in a local area would 
do little to improve milk prices and incomes in the local area unless outside 
supplies were prevented from entering and nullifying the effect of such a pro- 
gram. Certainly for Wisconsin, with its dependence on out-of-State markets 
for the majority of its milk, a supply control program for this State only would 
be folly. On the other hand, it should be noted that there is widespread feeling 
among dairy farmers in the eastern and southern United States that the dairy 
surplus is located in the upper Midwest and if supply control is to be under- 
taken anywhere, it should apply only where there is a surplus. Perhaps the 
main effective counterargument is that milk is milk wherever it is located, and 
since it all affects the general level of milk prices, such controls as are adopted, 
should apply equally over the Nation. Certainly supply controls applied in only 
one region would serve to improve milk prices generally and production would 
respond in the uncontrolled areas and tend to drive them back down. Thus 
farmers should have serious misgivings about any dairy supply control program 
which was not national in application. 

In the absence of a continue magnanimous Congress or some large unforeseen 
demand, the basic prerequisite for an improvement in national dairy prices and 
incomes rest on the adoption by dairy farmers of an effective supply control 
program. 

If the committee has correctly judged probable future developments in growth 
of demand in relation to milk production, farmers should give serious thought 
to alternative ways to gear the growth of production to that of demand if more 
satisfactory milk prices are to be obtained. Because of the complexity of the 
dairy industry and the large number of alternative provisions which might be 
combined to form a dairy program which included limits on output expansion, 
we have not attempted to devise a specific plan for farmers to consider. Instead, 
we have attempted to spell out some of the more important features such a 
plan probably should contain, with brief discussion of alternatives. As farmers 
study them, further suggestions will very likely be made. 

Some of the important features are as follows: 

1. The plan should be national in scope. We do not believe it would be 
desirable to attempt such a plan on a State or regional basis, since if this were 
done the price-raising effects of one State’s actions would soon be dissipated 
through the supply response from other areas. 

2. The plan should be some form of annual base-excess plan, where each pro- 
ducer knows and is responsible for keeping marketings within his base. Many 
farmers are familiar with this form of plain; it leaves the decision for excess 
production squarely on the individual producer. To begin the provram, ses 
could be assigned to present producers reflecting their production in the previ- 
ous 1 or 2 years. 

3. The plan should not attempt to specify the prices to be paid to individual 
producers for either base or surplus milk. Instead, it should levy a fee on in- 
dividual producers for milk marketed in excess of base. This fee might be 
varied periodically, depending on the size of the surplus production. It should 
be large enough to discourage production in excess of base. One of the main 
advantages of this procedure is that it would minimize interference with the 
milk marketing system and the complex pricing arrangements which exist and 
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which reflect such factors as location, quality, volume, type of product, local 
competitive conditions, and other things. A program which specified producer 
pay prices rather than levied a fee on excess milk would be exceedingly com- 
plex to administer fairly, and might seriously impair the adoption of new and 
more efficient marketing arrangements. 

4. The plan should provide some means for the relatively easy transfer of 
bases. At least two procedures are possible which might be considered as 
alternatives. In practice, some combination of these two alternatives might be 
best: 

(a) The agency in charge could devise appropriate rules and have respon- 
sibility for making such easy transfers. 

(b) Farmers might be permitted complete freedom to transfer bases 
among themselves so long as titles to bases were registered with the agency 
charged with administration of the plan. 

The first alternative would permit public decisions to guide the way bases 
were used, but in turn would bring the full weight of any producer dissatisfac- 
tion on the administering agency. Charges of favoritism, bribery, and other evi- 
dences of discontent would be focused on the agency. Hardship and other cases 
including new producers would have to be dealt with on an individual basis and 
the administrative problem would be very difficult. Furthermore, rigid admin- 
istration might tend to preserve the pattern of milk production in an uneconomic 
manner. 

The second alternative has much merit in that it would leave freedom with 
individual producers to make whatever production arrangements they desired, 
but within the limitations imposed by the national plan. The free market 
would be relied upon to allocate the rights to the national base. 

Many responsible people would not be satisfied that market forces otherwise 
undirected, would do an adequate job of allocating bases throughout the Nation. 
Another important objection to freely transferable bases is that they might com- 
mand a sufficiently high price that public reaction against the plan could develop. 
New producer and hardship cases would have to pay the market price for bases 
to begin or expand production. 

5. The marketing certificates issued annually to baseholders (entitling them 
to full price for milk marketed with certificates) might be gradually increased to 
reflect the gradual increase in population growth or other demand factors. 

i. The price support program in its present form, but modified to accommodate 

supply control provisions, should be continued particularly « cring the period of 
adoption of the base-excess program. As the program becanice increasingly effec- 
tive, there would be less need for price support purchases of the magnitude found 
necessary in recent years. When the base-excess program had been in force 
for 3 to 5 years, it would still be desirable to maintain the present price support 
machinery in reserve to be used if necessary during period of rapidly declining 
demand associated with business recession and loss of consumer purchasing 
power. 
7. The program should continue to use some form of parity criteria in speci- 
fying the price support objectives. Such criteria would apply to other com- 
modity programs as well. Although there has been dissatisfaction with the 
present parity computations, satisfactory workable alternatives do not seem to 
have been developed. 

8S. The type of administrative framework and procedure provided for in the 
Agricultural Marketing Agreements Act of 1987 might be adapted to a national 
dairy supply control program. Procedures similar to those followed in promulga- 
tion and amendment of Federal milk marketing orders have much to commend 
them. Evidence developed at hearings would provide the basis for recommended 
decisions of the administrator or the Secretary of Agriculture. Such decisions 
could not be final until it has been ascertained that prescribed proportions of 
producers approve. Many dairy farmers are familiar with such arrangements 
and find them acceptable. 

In summary, with inclusion of the features indicated above, it should be pos- 
sible to devise a flexible system for adjusting production to demand at a level 
of prices which will give farmers a reasonable share of the national income 
through the marketplace. It should permit supplies to be geared to demand in 
an orderly and flexible manner on a national basis and in doing so, offer dairy 
farmers some hope for a gradual improvement in prices and incomes. Thus the 
dairy industry could plan for an orderly transition from the present system of 
price supports through market purchases to one in which prices were maintained 
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and gradually increased as the system of supply adjustment became increasingly 
effective. 

The probable costs of such a program are uncertain. The administrative costs 
would be rather high compared with administrative costs of the present dairy 
price support program. However, since about half of the milk marketed is al- 
ready regulated under Federal or State controls, much of this cost would not 
have to be duplicated. As the program of supply adjustment became increas- 
ingly effective, the volume of price support purchases would be gradually reduced 
to nominal levels and price support costs reduced correspondingly. 

In appraising such a national program, individual farmers will necessarily 
consider how they individually might be affected under the several alternatives 
which confront them. Taking no action will minimize the limitations on freedom 
to produce as much as desired, but with prospects that such production will 
continue to be marketed at unsatisfactory prices. Implicit in the adoption of 
some supply control program is the assumption that farmers are willing to 
impose on themselves and accept the discipline necessary to achieve the goal 
desired by the group. This limited production, however, should tend to move 
to market at higher prices. So from the standpoint of income, individual farm- 
ers Will have to balance their economic position (a) at prices near or possibly 
below current levels in the years ahead, but with no group limits on expanded 
output against (b) some prospect of a gradual improvement in prices, but 
achieved through some limitation on expanding output. 

The general suggestions discussed above deal primarily with the long-run dairy 
supply problem. Under some circumstances, desirable features of several of 
the alternative programs may well be incorporated into a general supply control 
program. For example, it would not be desirable to attempt to counter the effects 
of large-scale unemployment and business recession with temporarily strong sup- 
ply control measures. Provisions might be made to maintain milk production at 
a normal volume at such times, and to make supplemental direct payments to 
producers. In this way a consumer subsidy in the form of reduced dairy product 
prices would help maintain consumption and farm income would be maintained 
at the same time. Such arrangements might be combined with measures to 
expand consumption such as a food stamp plan or other national demand expan- 
sion programs. These suggestions indicate ways in which some flexibility may 
be incorporated in a general supply control program to deal with short-run 
problems. 


STATEMENT FILED BY THE AMERICAN FARM BUREAU FEDERATION 


Farm Bureau is happy to present for the record a brief statement of some of 
the facts concerning the national dairy situation and our views with regard to 
proposals before the committee affecting price support levels for manufactured 
milk and butterfat. 

THE NATIONAL. DAIRY SITUATION 


We have attempted to brief data from the various publications of the Federal 
Government, including U.S. Department of Agriculture, in order to give a concise 
picture of the dairy situation. 


Milk production 


U.S. milk production in 1959 totaled about 124.4 billion pounds. This was 500 
million pounds below 1958 and 1.5 billion pounds—about 14, percent—below the 
record output of 125.9 billion pounds in 1957. 

Last year was the second since 1952 in which annual production declined from 
the level of the previous year. The decreases in production in 1958 and 1959 
contrasted sharply with forecasts of substantial increases that were made when 
the level of dairy price supports was lowered April 1, 1958. 

Annual production continues at a high level, however. In 1959 it was more 
than 3 percent above the annual average of the period 1949-58. Production in 
1960 probably will be about the same as in 1959 and still well above the 1949-58 
level. 

Production of milk on farms during April 1960 was about 11.8 billion pounds. 
This was almost 1 percent above April 1959, and about 4.7 percent above the 
April 1949-58 average. 

Production in the first 4 months of 1960 was less than one-half of 1 percent 
higher than in the comparable period in 1959, if average-production-per-day 
figures are compared in order to eliminate the effect of the extra day in February 
of this year. 
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Farm prices of milk 

The national average price received by farmers for all milk sold from farms 
at wholesale was $4 per hundredweight on April 15, 1960. This was 19 cents 
lower than in the preceding month but 9 cents above the April price a year ago. 

The average price of manufacturing milk (used in making American cheese, 
evaporated milk, and butter and byproducts) was $3.17 on April 15, 1960. This 
was 5 cents lower than in March but 10 cents above a year ear.ier. 

Fluid milk prices at the producer level in early April were down seasonably 
from March. Class I prices paid by dealers decreased in 47 markets, or about 
1 of every 3 markets reporting to USDA. In about 160 markets these prices 
averaged $5.58 per hundred pounds (3.5 percent milkfat), or 9 cents below 
March 1960 but 17 cents above April 1959. 

Thus the price of manufacturing milk in April 1960 was up 9 cents, the price 
of class I fluid milk up 17 cents, and the price of all milk at wholesale was up 9 
cents per hundredweight from a year ago. 

Varket price and support level 

In the 1958-59 price support program year, the actual market price of manu- 
facturing milk averaged 10% cents per hundredweight above the annual sup- 
port price of $3.06. Further progress was made during the 1959-60 program 
year and the market price averaged 17 cents per hundredweight above the 
unchanged support price. 

The national market average price in April 1960 was only 1 cent lower than 5 
years ago despite a drop of 19 cents per hundredweight in the support level 
on April 1, 1958. 

Vilkfat-livestock price ratios 

Ratios of the current average price of milkfat in farm-separated cream to 
average beef cattle and hog prices give an indication of the gross income op- 
portunities in production of each of these commodities. In some geographic 
areas, substantial numbers of farmers shift production materially in response 
to changes in these price relationships. 

On April 15, 1960, 2.71 pounds of beef (on the hoof) were equal in market 
value to 1 pound of milkfat. Except for 1951, 1952, 1958, and 1959 this was the 
lowest milkfat-beef ratio for any April in the last 51 years. 

About 3.79 pounds of hog were equal in market value in April 1960 to 1 pound 
of milkfat. This was well above the milkfat-hog ratio in April 1958 and the 
same as a year ago. In only 4 years of the last 14 was the ratio higher at this 
time of year. 

The current milkfat-beef price ratio strongly favors milkfat rather than hogs. 
Cash receipts from dairying 

Cash receipts from farm marketings of milk and other dairy products totaled 
over $4.6 billion in 1959. This was the second highest year on record and almost 
equaled the all-time record set in 1957 at nearly $43 billion. 

Cost-price squeeze 

There can be little argument that farmers and ranchers are plagued with a 
cost-price squeeze. Before beginning to prescribe remedies for this situation, 
it seems desirable to consider some of the root causes of this agricultural 
dilemma. 

Many of the advocates of higher and higher Government price supports for 
agricultural commodities, including dairy products, ignore the many factors 
which continue to increase costs to farmers. One of the main costs of dairy 
farmers is labor. Some advocates of increased dairy price supports are at the 
same time advocates of an increased national minimum wage and expanded 
coverage of millions of additional workers that will surely add to farmers’ 
costs, 

Milk-feed price ratio 

The national average milk-feed price ratio was 1.35 on April 15, 1960. This 

meant a pound of whole milk would buy 1.35 pounds of concentrate rations. 


In only 2 years in the 51 years of record was the April ratio higher. For the 
10-year period 1949-58, the average ratio was 1.19 for this time of year. 


Farm efficiency 

Efficiency on dairy farms, as measured by output per worker, continues to 
increase. Production per man-hour on a group of farms in eastern Wisconsin 
Was 51 percent higher in 1958 than in 1947-49. For a similar group in western 
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Wisconsin the comparable increase was 70 percent, and for a group in the 
central northeast region it was 69 percent. 
Technological improvements 

Tremendous advances have occurred in farm mechanization and the science 
of dairy husbandry. Further advances are coming. Among the various tech- 
nological developments that have contributed to efficiency, bulk handling con- 
tinues in the limelight. Although its contribution to reduced operating costs 
en farms has been rather small, it has increased average investments and thereby 
stimulated the trend toward larger farms. 

Milk output per cow averaged 6,488 pounds in 1959. This was about 40 per- 
cent higher than in 1940, and about 2 percent above 1958. 

Many farmers who formerly shipped milk and cream as a sideline operation 
have quit the dairy business. Of those continuing in the business, an ever 
increasing proportion depend on dairying as their principal source of income. 

Production of milk has increased in most recent years primarily because of 
rapid and widespread adoption of technological improvements, not because of 
changes in milk prices. 

Thus the long-term outlook on farms is for more milk at relatively less 
cost. 


Potential market 
The domestic market for dairy products—about 180 million persons with a 
high level of expendable income—is potentially the greatest in our history. 


Population growth 


The rate of increase in population growth now exceeds that for milk produc- 
tion. In 1958, annual production of milk was equal to 724 pounds per person. 
This was the lowest since records were started in 1924, but a new low was reached 
in 1959. The high annual average for the 35-year period was 893 pounds in 1942, 

Daily average production of milk per person in April 1960 was 2.1 pounds, 1 
percent below a year earlier and 6 percent below the April 1949-58 average. 


Consumption 


A source of considerable confusion in measuring changes in milk consumption 
is the use of so-called milk equivalent figures. These data are based solely on 
the quantities of milkfat involved and ignore the milk solids not fat. The latter 
have a lower market value but comprise about two-thirds of the total solids in 
milk. Therefore, it is more meaningful to talk about consumption in terms of 
milk solids than milk equivalent. 

During the last 10 years there has been a substantial decline in the average 
consumer’s consumption of milkfat but an increase in his use of the milk 
solids not fat. Milk equivalent figures give a distorted view of what is 
happening. 

Civilian consumption of milkfat averaged 3214 pounds per person in 1940. 
The average declined during World War II, rose to 31.6 at the end of the war, 
and then declined to a level of 26.8 pounds in 1953. In 1959, total consumption 
of milk fat averaged about 25.6 pounds per person—a record low. 

In sharp contrast, civilian consumption of milk solids-not-fat averaged 40.8 
pounds per person in 1949, 19.9 in 1946, and 46.4 pounds in 1953. In 1959, total 
civilian consumption of milk solids-not-fat reached 47.5 pounds per person. 

Due to availability of large supplies of milk, an increasing population, and 
reduced Government purchases under the price support program, the total 
amount of milk solids consumed by our civilian population was higher in 1959 
than in 1958. , 

There has been some overall improvement in consumption per person since 
1953. This has been due to lower prices and increased promotion, expansion 
of the school lunch and special milk program, and distribution of supplies 
acquired under the price support program. 


Retail prices 


Retail prices of dairy products in March 1960 were unchanged from February 
but up slightly from March 1959. They also were above the levels of most 
previous years. They were lower than they would have been, however, if 
downward adjustments in support prices had not occurred in 1954 and 1958. 

The ability of most persons to buy milk has increased much more rapidly than 
the retail price of milk. In 1890 it took about 26 minutes of work (at average 
factory labor wages) to earn enough to buy 1 quart of milk. In 1947, it took 
10 minutes of labor, and in 1959 it took only 7 minutes. 
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Reductions in the “real” price of milk—as based on labor requirements— 
have been achieved at the same time that tremendous advances have been made 
in terms of quality improvement and services to consumers. 

Price support program 

Price support purchases of milk, in various forms, accounted for about 4 
percent of the farm production of milkfat in the program years 1955-56 and 
1956-57, about 54 percent in 1957-58, 3 percent in 1958-59, and 2.8 percent in 
1959-60. The latter tigure was the lowest since 1951-52. The peak was 9.8 
percent in 1953-54, the last year in which supports were maintained at 90 
percent of parity. 

In terms of production of the solids-not-fat in milk, price support purchases 
(based on actual deliveries of nonfat dry milk and including some purchases 
made directly with sec. 32 funds) accounted for about 544 percent of production 
in the program year 1955-56, not quite 7 percent in 1956-57, nearly 8% percent 
in 1957-58, 7.2 percent in 1958-59, and 7.1 percent in 1959-60. 

Purchases of all three dairy products under the price support program in 
the 1959-60 program year were substantially less than 2 years earlier when 
the price support level was higher. Purchases of butter were down 37 percent, 
cheese purchases were down 80 percent, and purchases of nonfat dry milk (based 
on actual deliveries rather than contracts and including direct purchases with 
sec. 32 funds) were down 11 percent from 1957-58. 

The overall volume of dairy price support purchases has declined as a result 
of reduced production of milk on farms and increased commercial consumption 
of milk and its products. 

Direct price support purchases of butter and cheese were even less in April 
1960 than a year earlier. Purchases of nonfat dry milk were substantially 
higher. 

On April 30, 1960, CCC’s uncommitted stocks of dairy products purchased 
under the price support program totaled 197 million pounds. This was substan- 
tially more than on December 31, 1959, when they totaled only 7 million pounds, 
but far less than in the fall of 1954 when they totaled more than 1 billion 
pounds. 

GENERAL CONSIDERATIONS 


The national dairy situation is improving. Production is undoubtedly lower, 
and consunrption almost surely higher, than would have been the case if support 
prices had been maintained at higher levels. 

The fact that the market price of manufacturing milk is currently well about 
the support level indicates that supply and demand are near a balance in the 
dairy industry. If, however, the minimum price support level were raised and 
fixed at about the annual average market price in 1959—$3.21 per hundredweight 
of milk of average test—production of milk would increase as a result of the 
certainty provided by a support price as contrasted to a market price determined, 
in part at least, by actual demand-supply conditions. 

In April 1958 dairy price supports were adjusted in line with the current sup- 
ply-demand outlook. Many individuals and organizations contended that milk 
production would skyrocket upwards because of the slightly reduced Government 
price support level (approximately 19 cents per hundred). 

Farm Bureau supported this action and predicted at that time that adjustments 
would be made that would be beneficial to dairy farmers. 

The result? Compare production and prices for 1957—the last full year at 
the higher support level, and 1959—the first full year under the lower support 
level. Production dropped more than 1} billion pounds per year, and the actual 
market price in December 1959 was as high as in December 1957. 

As noted previously, total production currently is very slightly above 1959 
levels while the market price of manufacturing milk is about 9 cents per hun- 
dredweight higher than a year ago. 

Some persons contend that a single factor—such as the relationship of the 
price of beef to the price of milk—governs changes in national production of 
milk. Actually, there are many important factors. Among them are livestock- 
milk price relationships, feed-milk price relationships, weather conditions, the 
impact of war, the level of dairy price supports, and the ease or difficulty with 
which one may shift into or out of milk production. 

Attempts to set artificially high prices are likely to aggravate temporary 
surpluses into becoming permanent surpluses. 
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FARM BUREAU POLICY 


At the annual meeting of the American Farm Bureau Federation in Decem- 
ber 1960, the voting delegates established a policy on dairy price supports that 
reads, in part, as follows: 

“Dairy Program 


“In recent months the supply-demand situation in the dairy industry has shown 
dramatic improvement. Commodity Credit Corporation purchases of dairy prod- 
ucts have been greatly reduced, stocks have been virtually liquidated, and cur- 
rent market prices are running above support levels. 

“Several factors have contributed to this improved situation. Among these 
are relatively high cattle prices which have encouraged continued heavy culling 
of dairy herds, adjustments in the support level in April 1954, and April 1958, 
and a strengthening of market demand for dairy products. 

“Recent developments suggest that conditions may change in a manner which 
will encourage an increase in milk output greater than the market will absorb 
at current prices. To provide greater assurance that dairy farmers will not 
again be confronted with surplus stocks, the present price support system should 
be replaced by one that will keep the dairy industry on a sound basis.” 


CONCLUSION 


S. 2917, introduced on January 27, 1960, by Senator Proxmire, Democrat, of 
Wisconsin, for himself and others, proposes to establish minimum support prices 
of $3.22 per hundredweight of milk for manufacturing purposes and 59.6 cents 
per pound of butterfat, for the program year beginning April 1, 1960. These 
support prices would be above those now prevailing. 

There can be little doubt, based on the facts set forth herein, that our national 
supply of milk and butterfat is nearly in balance with demand and that the 
markets for dairy products are expanding. 

We are for maximum net farm income for dairy farmers, and we believe it 
would be contrary to their best interests at this time to advocate a program that 
would increase the likelihood of unduly stimulating dairy production and again 
building up huge surplus stocks in the hands of the Federal Government. 
Such surpluses would hang as a tremendous weight over the market system, thus 
depressing the prices that dairy farmers might otherwise receive. We hope that 
the committee will not make changes in the present dairy price support levels. 

U.S. SENATE, 
May 25, 1960. 
Hon. OLIN D. JOHNSTON, 
Chairman, Senate Subcommittee on Agricultural Production Marketing and 
Stabilization of Prices, Senate Office Building, Washington, D.C. 


My DEAR CHAIRMAN JOHNSTON: I am writing to respectfully urge early and 
favorable approval by your committee of the bill, S. 2017, to establish a minimum 
price support level for milk and butterfat, at not less than $3.22 per hundred- 
weight, and 59.6 cents per pound respectively. 

As you are well aware, farm prices have dropped far too low in recent years. 

At the same time, agricultural costs of labor, equipment, taxes, as well as land 
and buildings, have skyrocketed. 

By enacting this legislation—proposing an extremely modest increase in the 
price-support levels—the market for manufacturing milk and butterfat, I believe, 
would become stabilized at a somewhat higher, and thus helpful, level. 

As you are well aware, dairying in the Nation—particularly in my home State 
of Wisconsin, the No. 1 milk producer—is extremely important to the economy. 

Improving the economic outlook, therefore, is highly significant, not only to 
the farmer and farm equipment producing industries, but for the “main streets” 
of America including local grocers, hardware stores, druggists, car, truck and 
tractor dealers, as well as services in a community dependent upon farm buying 
power. 

Consequently, this measure, if approved—as I believe it should be—will bene- 
fit not only the dairy farmer, but the economy of the whole country. 

I sincerely hope, therefore, that your committee will approve this bill and 
favorably report it to the Senate at an early time. 

With kindest personal regards, I remain, 

Sincerely, 
2 ALEXANDER WILEY. 
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